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“ The funds of this 
old-established Society 
are invested in the homes 
of the people throughout 

- the country” 


HASTINGS 
and 


THANET 
Building Society 


@ Deposits are Trustee Investments 


@ Member of the Building Societies 
Association 


@ Assets £35,000,000 
@ Established over 100 years 


HASTINGS 
and 


THANET 


Building Society 


99 BAKER STREET, LONDON, W.!. 
Telephone: WELbeck 0028 


Send for “Savings Booklet ”’—it’s 
well worth reading. 


BRANCHES AND AGENTS 
THROUGHOUT THE COUNTRY 
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Spain's foreign trade, 


BANCO EXTERIOR DE ESP. 


(Head Office: Madrid, 36, Carrera de Sea 


count, through its branches, © 
Affiliated and Associated © 
Banking Institutions abroad, — 
its Trade-Promoting Con- © 
cerns and Banking Corres- © 
pondents — among them, 7 
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The new face of banking 


Today most Banks have adopted a progressive attitude towards modernisation. New 


















buildings and new facias are evidence enough of this important fact. Inside, a similar 
tendency is apparent for many Banks are following Barclay’s lead by installing up-to- 
the-minute Press Button or Private Automatic Exchange Systems especially designed by 


English Telephones to give instant direct communication. 





“THE DIRECTOR” MASTER STATION 


This instrument, illustrated above, establishes contact with split- 
second promtpness. It allows the busy Executive to talk in a normal 
voice and get a crystal-clear answer. For confidential matters the 
handset is used and the high quality speaker and microphone are 
automatically disconnected. The cabinet and handset are available 
in a range of natural leathers. 


PRESS BUTTON SUB-STATION 


Sub-Stations are used in conjunction with one or more Director 
Master Stations and are fully intercommunicating. An amber Priority- 
light indicates a call on the private line from a Director Master Station. 


@ PRIVATE AUTOMATIC EXCHANGE @ ATTENDANCE TIME RECORDING 
TELEPHONES 
@ LOUDSPEAKING TELEPHONES @ JOB TIME RECORDING 


@ PRESS-BUTTON TELEPHONES @ ELECTRIC CLOCKS 
@ STAFF LOCATION SYSTEMS @ TIME SIGNALLING 


THERE IS AN E.T. PLAN FOR YOU — FREE CONSULTATIVE SERVICE 
ENGLISH TELEPHONE COMPANY LIMITED 


Electral House, Neasden Lane, London, N.W.1o0. Telephone: GLAdstone 0012 
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at LOWER COST 


A delicious cup of coffee while you work is 
stimulating — refreshing! Use Nescafé for your 
coffee-break — it’s the modern way to ensure 
good coffee easily. No waiting. 

No bother. No skill required. 

Nescafé makes coffee * 

instantly in cup, jug, urn, 

or in most machines, Firms, 

large and small are finding 

Nescafé EASILY THE BEST 
COFFEE—and certainly the 


most economical. 


Nescafé comes in a 

tin suitable for everyone. 
SMALL, MEDIUM, 
HANDY and LARGE. 

Many organisations will be 
interested in the special catering 
pack; please write for details to 
Sales Division (Catering Dept.), 
The Nestlé Company Limited, 
St. George’s House, 

Wood Street, London, E.C.2. 


Nescafé is a registered trade mark 
to designate Nestlé’s instant coffee. 














A Financial Notebook 


Shock Tactics in Gilt-Edged ? 
A major shift in official tactics in 
the gilt-edged market caused high 
excitement in the City towards the 
end of last month. Pressures upon 
bank liquidity through tax-collec- 
tions and a continuing strong rise 
in bank advances had precipitated 
further sales of gilt-edged by the 
banks. In the early stages the 
authorities had been absorbing (prob- 
ably at prices below the market) 
such offerings as the market could 
not have taken without a sharp 
break in price. But as the pressure 
from the banks grew, without any 
corresponding offtake of stock by 
other institutions, it was felt that 
the price level in the shielded market 
ought to reflect more nearly the 
true balance of forces. On Febru- 
ary 24, accordingly, the Government 
broker appears to have exacted a 
somewhat larger penalty discount 
below market price for absorbing a 
large block of stock from one of the 
banks, and then to have indicated 
the price at which he would be 
prepared to re-sell that stock—a 
price substantially below the then 
market level. 

These tactics produced an im- 
mediate and violent reaction, with 
prices showing declines on the day 
of up to a full point. The jolt at 
the outset was wrongly seen in the 
City as a deliberate heralding of a 
new Salvo of disinflationary weapons 
—with the result that equities took 
another sharp knock, the Financial 
Times ordinary share index promptly 


tumbling 34 points, to 320.3. Others 
jumped to the conclusion that the 
authorities were bent upon a more 
vigorous use of interest rates—and 
a ‘striking through’ to the long mar- 
ket, in Radcliffe parlance—as a 
general instrument of disinflation 
and as a restraint upon bank ad- 
vances imposed by deterring the 
banks from selling. It would be 
heartening if that were so, though 
in fact it seems that the aims were 
more modest and more technical. 
But at least the move is in the right 
direction: the warning has been 
given that if the market is cushioned 
—as doubtless it will be—against 
extreme shocks, it still must reflect 
the realities. 


Spectre of the Budget 


Government expenditure through 
the ordinary above-line account 
threatens to rise more sharply in 
1961-62 than it has done since 
1956-57 (when actual issues rose by 
£372 millions). This, at least, is the 
impression given by the estimates 
for Supply services issued last 
month; these, at {£4,836 millions, 
are £341 millions higher than the 
original estimates for 1959-60, which 
is the largest budgeted increase since 
the post-Korea defence budget was 
introduced nine years ago, providing 
for an increase in total above-line 
expenditure by £741 millions to 
£4,196 millions. Even if the Con- 
solidated Fund Services, for which 
the estimates are not disclosed until 
budget day, are put no higher than 
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they were twelve months ago, the 
total of the Chancellor’s above-line 
budget will top £5,560 millions. 
Roughly one-quarter of the esti- 
mated increase is attributable to 
defence, the net bill for which is put 
at £1,618 millions; the comparable 
estimate for 1959-60, after adjust- 
ment for services formerly borne on 
civil votes, would be £1,533 millions. 
A substantial part of this increase 
reflects the consequences of past 
inflation—by raising the cost of 
keeping forces pay, under the policy 
adopted two years ago, reasonably 
in line with the rewards in civil life. 
A similar influence has been at work 
in the Civil estimates; for National 
Assistance, for example, an additional 
£42 millions are provided, at £186 
millions, to meet the cost of the new 
scales introduced last autumn. The 
. National Health Service estimates, 
although not reflecting the Pilkington 
award last month of increases in the 
remuneration of doctors and certain 
dentists, provide for an additional 
£46 millions, at £584 millions. 
Grants to local authorities, mostly 
for education, show large increases, 
equivalent to over {£60 millions. 
Assistance to industry—notably the 
new scheme for cotton—and pro- 
motion of local employment together 
absorb an extra £20 millions. 


Mr Cobbold Won’t “ Keep up 
with the Joneses ”’ 


Whilst it still remains to be seen 
whether the Bank of England will 
follow in detail the Radcliffe Com- 
mittee’s proposals for additional and 
regular information, the Governor 
is pressing on with the policy an- 
nounced two years ago of “ moving 
gradually in the direction of saying 
more ”—especially in his own public 
speeches. His explanation last month 
of the reasons for the increase in 
Bank rate to 5 per cent was possibly 
the clearest and most detailed state- 


ment he has yet made about a recent 
act of monetary policy. This addi- 
tional frankness was timely ; for some 
critics of the authorities had been 
accusing them of inspiring deliber- 
ately deceptive explanations of the 
move—with the aim of disguising 
from monetary authorities overseas 
and left-wing critics at home the 
“truth ” that Britain had felt obliged 
thus to protect its reserves against 
rising rates abroad. 

Mr Cobbold left no room for such 
contentions. The Bank rate increase, 
as The Banker explained last month, 
was a “signal in the direction of 
caution ”’ to the domestic economy. 
Thanks to the greater stability of 
exchange rates and the increasing 
freedom of international payments 
in recent years, comparative interest 
rates had become of more decisive 
influence in causing international 
movements of funds; but, said Mr 
Cobbold, ‘‘ we should learn to live 
with movements of this sort without 
taking them too tragically”. Ad- 
mittedly, a wide disparity becomes 
‘inconvenient ”’ if it persists for too 
long: but we should not “ be in too 
much of a hurry to ‘keep up with 
the Joneses’ in raising or lowering 
interest rates”’. In particular, this 
must not be the dominant con- 
sideration: where there is a conflict 
between the overseas and domestic 
arguments for raising rates “‘ I would 
rather see some resort to use of re- 
serves than a slavish following of 
interest rates movements made by 
other countries for their own 
reasons ”’. 

On this occasion there was no 
such conflict, though the authorities 
found the decision a more than 
usually difficult one, and it was only 
‘‘on balance” that domestic con- 
siderations were tilted in favour of 
“changing the general monetary 
emphasis towards restraint”. Yet 
the signs of strain as listed by Mr 
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Cobbold sounded more formidable 
than they had seemed to most people 
at the time; and since he was speak- 
ing just before the bargain by which 
the rail strike was called off, he 
would presumably now regard them 
as more formidable still. The rising 
pressures—and the promise to take 
further measures if necessary—have 
not, however, kept Mr Cobbold in 
Threadneedle Street: he left ten days 
ago to visit the Reserve Banks of 
Australia and New Zealand, and is 
expected to return about the middle 
of this month. 


Gold Tide Turns 


The rebound in sterling, which 
began after the rise in Bank rate, 
continued in the early weeks of last 
month. The rate on New York 
settled around $2.803% and seemed 
unaffected either by the threat of a 
rail strike or by the terms on which 
that strike was averted. There were 
signs, particularly in the middle of 
the month, that the exchange 
authorities were acquiring gold: at 
all events the outflow of funds that 
had marked the three previous 
months had ceased. 

The size of that outflow in January 
totalled $16 millions, compared with 
an average of $50 millions in the 
two preceding months. This tends 
to confirm earlier impressions that 
the efflux was continuing at approxi- 
mately the same rate in the first 
three weeks of January but was re- 
versed after the increase in Bank 
rate. Two special drafts were made 
on the reserves during the month: 
$20 millions was paid to Britain’s 
former creditors in the European 
Payments Union and $14 millions 
to the International Monetary Fund 
as the first monthly instalment of 
the repayment of the remainder of 
Britain’s “‘ Suez ”’ credit. This credit 
originally totalled $561 millions; 
$200 millions was repaid in a lump 


sum last March and a further $25 
millions has been discharged by 
drawings of sterling from the Fund; 
the remaining $336 millions will be 
repaid monthly over the period to 
December, 1961. These special 
drafts raised the total gold loss for 
the month to $50 millions. 


Seasonal Jump in Advances 


After slackening substantially in 
the two preceding make-up periods, 
demands for bank advances rose 
steeply again in the five weeks to 
January 20. Gross advances of the 
clearing banks rose by only £34 
millions, but the State boards had 
repaid £94 millions and there was a 
steep fall in the extraneous transit 
items; ‘“‘true”’ advances to the 
private sector, as our regular table 
shows, rose by over £60 millions— 
at an average of £12 millions a week, 
compared with {7} millions to mid- 


Jan 20, Change on 
1960 Month Year 
{mn {mn fmn 
Deposits .. Loy — 39.3 +464.1 
‘6 > 040.7* ber p +425.9 
Net" Dep { 6923.8+ 421.3 +415.1 
Liquid Ml 
Assets 2541.0 (34.4) - 2.0 +1198 
Cash . 587.8 (7.9) -12.6 + 17.1 
Call money 544.0 (7.4) -16.1 + 70.7 
Treas bills.. 1254.0(17.0) +35.7 + 14.0 
Other bills.. 155.2 (2.1) - 9.0 + 18.0 
ee Risk >> 
Assets 4643.2 (62.8) +11.8 +363.2 
Investments 1697.7 (22.9) -22.1 -—323.2 
Advances§.. 2945.5 (39.8) +33.9 +686.4 
State Bds 72.1 - 96 - 5.3 
2873.4 +43.5 +691.7 
All other 4 3773 9) +60.7 +681.4 


* Excluding items in course of collection. 

+ Excluding all transit items as well. 

t Ratio of assets to gross deposits. 

§ Official total minus Lloyds Bank transit 
item. 

|| Excluding transit items. 


December and £9 millions to mid- 
November. Most of this steepening 
probably results from seasonal de- 
mands associated with tax payments 
after the turn of the year. The 
trend henceforth needs to be closely 
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watched: as the Governor of the 
Bank recently remarked, it is likely 
to continue upwards, if only because 
of commitments entered into earlier; 
but he would welcome a flattening 
out of the rise in new facilities. 

Meanwhile, the ratio of (gross) 
advances to deposits has risen to its 
highest point for twenty years: to 
39.8 per cent; when the squeeze 
ended in August, 1958, the ratio 
was 30.6 per cent. The latest rise 
has, of course, been steepened by 
the seasonal contraction of deposits. 
The fall compared with mid-Decem- 
ber was only slight, but in the three 
weeks to January 20 it amounted to 
£124 millions in net deposits, com- 
pared with £146 millions in the 
similar period of 1959. Over these 
three weeks the seasonally-corrected 
index compiled by Lloyds Bank 
showed its first fall since August— 
but only by a mere 0.1. Pressure 
of demand for advances led to fur- 
ther sales of investments, but the 
average liquidity ratio, though frac- 
tionally higher than at end-Decem- 
ber, was the lowest for January 
since 1955. 


Exports at New Peak 


Britain’s exports were off to a 
good start in 1960: the January total 
of £316 millions surpassed by {£10 
millions the previous record estab- 
lished last October. Seasonally ad- 
justed, exports in the month at £308 
millions were £15 millions above the 
average for the fourth quarter of 
1959, while imports at £368 millions 
were {10 millions higher and re- 
exports were unchanged at {12 mil- 
lions. In consequence, the trade gap 
for the month totalled £48 millions, 
compared with £53 millions in the 
fourth quarter of 1959, £43 millions 
in the third quarter and {£32 mil- 
lions in the second quarter. 

A further freeing of dollar imports 
came into effect at the beginning of 


last month. Restrictions were re- 
moved from imports of tobacco and 
tobacco manufactures (other than 
cigars), fish, synthetic rubber and 
transistors from the dollar area. 
The restrictions on the remittance 
of American film earnings in this 
country have also been removed and 
the 1948 film agreement terminated. 


What the Departments Bought 


In complying with the Radcliffe 
Committee’s plea for quarterly publi- 
cation of true figures of Exchequer 
financing—showing, inter alia, the 
sterling received or paid on account 
of external transactions and the 
amounts of net purchases or sales of 
Government securities by the “ de- 
partments ’—the Treasury is evi- 
dently determined to work to the 
regrettably long time-lag that marked 
the first release of this new series. 
The second release, made in the 
Monthly Digest of Statistics for Janu- 


Purchases by— 
Official Clearing All 


Sales Banks Others 

{mns fmns fmns 

1957: I ee 225 13 212 
II ei — 69 - 4 — 65 

III - —113 31 - 144 
IV... — 73 29 — 102 

 — saa 145 45 100 
II ~~ 38 88 — 50 

Saar 84 nil 84 

7 ae — 126 — 100 — 26 

1959: I bg — 60 -—175 115 
II re — 17 —112 95 


ary, which was published in the 
middle of last month, relates to the 
second quarter of 1959—making a 
lag of 74 months from the end of 
the period. These highly significant 
figures may thus receive less atten- 
tion than they deserve. 

Out of date they may be, but they 
are now available for the whole 
period of maximum selling of gilt- 
edged securities by the clearing 
banks. It is instructive to correlate 
these sales with the official opera- 
tions in the gilt-edged market, and 
thus to show the extent to which the 


132 








ey 
le 


It- 
ng 
ate 
ra- 


he 


stock was absorbed by the authorities 
and by the public (including, of 
course, any overseas buyers) respec- 
tively. This is done in the accom- 
panying table, which treats redemp- 
tions as official purchases (and 
private sales) and issues as official 
sales (and private purchases). 

It will be seen that, over the nine 
months in which the clearing banks 
realized no less than £409 millions, 
fully half of this sum was provided, 
directly or indirectly, by a net intake 
of gilt-edged securities by other 
private holders, leaving the central 
authorities to absorb (or redeem) 
£203 millions. Their ability to do 
this was explained partly by the ex- 
tremely good flow of funds into the 
‘tap’ securities and partly by a 
sharp decline in the sterling they 
had to provide for external trans- 
actions, including gold purchases. 


Electronic Book-keeping 
for Martins 


Martins Bank last month became 
the second of the clearing banks to 
place an order for a full-scale elec- 
tronic computer capable of carrying 
out all operations of account-keeping. 
The order—for a Ferranti Pegasus II 
computer, at a total cost of £150,000 
—was given after a month’s suc- 


cessful experimenting with live data 
at the bank’s South Audley Street 
branch. In full operation the com- 
puter will be able to deal with 30,000 
accounts in five hours with no more 
than five people in attendance. It 
could thus cover the work of several 
large branches. 

In the scope of its operations the 
computer is similar to the Emidec 
1100 computer ordered by Barclays 
Bank last summer, though its peak 
capacity appears to be rather smaller. 
The computer is expected to be 
delivered early next year; it may 
be in operation, therefore, slightly 
earlier than Barclays’. 


Merchant Banking Merger 


The third merger in the field of 
merchant banking within three years 
is to take place on April 11. Follow- 
ing the acquisition of Seligman Bros 
by Warburg & Co in the spring of 
1957 and the marriage of Erlangers 
with Philip Hill, Higginson last 
summer, the business of Edward de 
Stein & Co is to be merged with 
that of Lazard Brothers & Co Ltd. 
Sir Edward de Stein, who founded 
his business soon after the First 
World War and has remained the 
dominant partner ever since, is 
anxious to reduce his _ business 








abs g Le Sy “ 

Vie ithe Bee VV ye, 4 D 

Vine a etc A YUU MEY WH 4:4 Z 
Py 

4 

My 


Thinking of Trade with 









CANADA? 


If so, you will find our booklet ‘YOUR GUIDE TO BUSINESS IN CANADA’ 
a useful publication. 

Why not write for a copy to our Business Development Department 
at 47 Threadneedle Street, London, E.C.2 


BANK OF MONTREAL 


Incorporated in Canada in 1817 with Limited Liability 


MAIN LONDON OFFICE: 47 THREADNEEDLE STREET, E.C.2 


WEST END OFFICE: 9 WATERLOO PLACE, PALL MALL, 8.W.1 
Over 800 Branches and Offices throughout Canada and Abroad 
















activities; but, with his six partners, 
he will now join the board of Lazards 
under the chairmanship of Lord 
Kindersley. The business of de 
Stein, notably its specialization in 
investment trust and property trust 
management, and its industrial con- 
nections, is regarded as_ suitably 
complementary to the domestic as 
well as to the international interests 
of Lazards. Since the capital of 
Lazards will not be changed by the 
merger, it is evident that the con- 
sideration for the acquisition will be 
cash, or its equivalent. 


Blueprint for IDA 


The articles of agreement for the 
International Development Associa- 
tion, the “‘ soft loans ” agency to be 
affiliated to the World Bank, have 
now been submitted to the govern- 
ments of the sixty-eight member 
countries of the Bank. 

The articles have been carefully 
drafted to allay fears that the new 
institution might compete, unfairly 
and undesirably, with existing chan- 
nels of international finance: the 
IDA, it is stated plainly, will not 
provide finance if it is available from 
private sources on reasonable terms 
or could be provided by loans of 
the type made by the World Bank. 
Very wide latitude, however, has 
been given to directors in deciding 
the terms on which the IDA will 


lend for a particular project: where 
deemed appropriate loans may be 
repaid partly or wholly in local cur- 
rency and may be made free of 
interest or at a privileged rate. 
Reassuringly, the dangers of unwise 
lending have been guarded against 
as far as possible by the simple 
expedient of putting the direction 
of the Association in the hands of 
the directors of the World Bank. 

As expected, the initial capital of 
the Association has been set at 
$1,000 millions to be subscribed in 
the same proportions as the Bank’s 
capital: America’s initial subscrip- 
tion is thus $320 millions and 
Britain’s $131 millions. Member 
countries, however, have been di- 
vided into two groups: the first, 
comprising seventeen industrial 
countries, will pay the whole of 
their subscriptions in gold or con- 
vertible currencies; the second, com- 
prising the less developed countries, 
will pay 10 per cent in gold or con- 
vertible currencies and the remainder 
in their national currencies, which 
the IDA will not be free to convert 
into other currencies or to use to 
finance exports from the country 
concerned without its consent. In 
both cases subscriptions will be pay- 
able over a five-year period. ‘The 
total gold and convertible currency 
resources of the Association will thus 
be $787 millions. 








GILBART LECTURES, 1960 


UNDECIDED CASES IN 
BANKING 


By MAURICE MEGRAH 


Copies of the Gilbart Lectures for 1960 are available from The Banker, 
Bracken House, 10 Cannon Street, London, E.C.4, Price four shillings 
(including postage) 
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Railroaded to 
Inflation ? 


AIL strikes—or more accurately threats of a strike—have played 
too crucial a réle .in Britain’s post-war history of inflation for 
last month’s events to be viewed with anything but the gravest 
disquiet. ‘The best that can be said of the Cabinet’s last-minute 

intervention with an interim offer of 5 per cent to members of all three 
rail unions is that it was a victory of expediency over principle. It was 
expedient because it had been officially confirmed—if, indeed, it had not 
been apparent from the start—that the Guillebaud Committee when it 
reported three weeks later would recommend a higher figure. Since the 
Transport Commission, in its desperate attempts to avert a strike, had com- 
mitted itself to act upon the Committee’s recommendations and, more- 
over, to backdate any award to January 11, there was clearly no possibility 
of “ beating ’’ the National Union of Railwaymen by refusing their demand, 
in flagrant breach of undertakings given earlier, for an increase in wages in 
advance of the Guillebaud report. By February 12, three days before the 
strike was due to begin, so much ground had been conceded willy nilly 
by the Government and the Transport Commission that to a large section 
of the public—and to the Government itself—it seemed preferable to 
concede the last little bit rather than accept the losses and discomforts that 
a strike would entail. None the less, this amounted to an abject surrender 
of principles. The full cost of that surrender cannot be reckoned in terms 
of the wage settlement actually agreed. Immeasurably more important is 
the fact that at a time when the Government was pleading for restraint a 
major trade union, flouting its previous agreements, was able to force the 
Cabinet to retreat ignominiously from its long-prepared position. The 
lessons of last month’s display of industrial brinkmanship are unlikely to be 
lost on other unions. The inescapable conclusion seems to be that the 
economy has been railroaded into a new bout of inflation. 

This conclusion, it must be stressed, is not based on the size of the award 
itself (which is expected to cost about £19 millions a year) or even on the 
full cost of the Guillebaud recommendations (which may be as high as 
£50 millions), formidable though these figures are. It is universally acknow- 
ledged that railwaymen have been underpaid—though, undoubtedly, the 
underpayment of many grades has been attributable to overstaffing, itself 
often the result of restrictive practices. The question whether or not 
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railwaymen should have a pay increase was never at issue, and it was 
widely agreed that the institution of an impartial committee was a reason- 
able method of deciding how big an increase was warranted. The recent 
dispute, particularly after Mr Guillebaud had promised to submit his report 
by the early days of March, was concerned essentially with the question 
whether one of the unions should have “ something on account ”’, thus 
breaking faith not only with the Transport Commission but with its two 
brother unions as well. It is not the money involved in last month’s 
settlement that gives concern—though that raises very complex problems 
about the future of the railways—but the way in which it was extorted. 
For the economy as a whole, the obvious danger is that the rail settlement 
will set the wage-price spiral, stilled for these past two years, turning again. 
Logically, perhaps, its repercussions on wages in other industries should 
not be great since the railwaymen have merely been “ catching up ” with 
the advance of wages elsewhere. In fact, however, the very process of 
catching up is an integral part of the spiral. Moreover, the rail settlement 
obviously has an important bearing on wages in closely allied industries— 
notably London’s underground, the buses and the rail workshops and, at a 
further remove, road haulage and large sections of engineering. 
Immediately before the settlement there seemed a hope that this year’s 
round of wage increases in industry might not appreciably outstrip the 
prospective increase in productivity. ‘The engineering unions, the fortunes 
‘of whose double claim for shorter hours and higher pay seemed likely to 
set the pattern for many other industries, accepted a cut in their standard 
working week from 44 to 42 hours (without loss of pay) and agreed to 
drop their parallel claim for higher wages. This seemed a reasonable 
compromise. Even so, it put up the hourly wage rate in the industry by 
nearly 5 per cent—and, if the same number of hours are actually worked as 
before the industry’s total wage bill will be increased by 6-7 per cent. It 


may well be that in most engineering firms an increase of this order can. 


be matched by higher productivity; but clearly there will be no margin for 
price reductions that might partially offset the effect on the cost of living 
of wage increases on the railways and in other “ service ”’ industries, where 
the scope for increased productivity is very small. 

The price stability enjoyed for the past two years is thus in serious 
jeopardy. The immediate threat comes from the strong upward pressure 
on labour costs rather than from the pressure of demand for final products, 
but the distinction between these two forms of inflationary pressure is 
becoming increasingly blurred. Certainly the current pressure for higher 
wages cannot be attributed directly to the strength of current demand— 
as the success of the NUR clearly showed. ‘To that extent wage pressure 
may be said to have a momentum of its own—a momentum acquired in 
the long years of wartime and post-war inflation. Its continuation into the 
more settled conditions of the past three years is profoundly disappointing. 
The habits acquired in the inflationary years have not been abandoned in 
the years of stable prices, though they had seemed to have been weakened ; 
they now present the major threat to the maintenance of that stability. 
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Both in Britain and in the. United States there is a growing feeling that 
such habits will not be exorcised in a community committed—and known 
to be committed—to preserving full employment. Any Government that 
attempts to curb cost inflation merely by invoking the orthodox measures 
of restraining demand runs the risk that it may in fact merely restrain pro- 
ductivity more than wages, and thus stabilize production rather than prices. 
This, indeed, seems the gravamen of some criticism of the recent increase 
in Bank rate to 5 per cent. The appropriate policy for the authorities, it 
has been asserted, is to secure the co-operation of the trades unions and 
industrialists, and as a first step to induce the latter to cut their prices 
wherever profits permit. But, as our opening article argued last month, 
Mr Amory’s appeals for price reductions were appropriate only to industries 
that were substantially under-employed. That is demonstrably not the 
state of a large part of Britain’s economy to-day. 

On the other hand, the authorities are understandably reluctant to re- 
impose restraints on demand at a time when production is still barely more 
than 10 per cent above its 1955 level. Surely the heavy investment in 
industrial capacity during the intervening years should permit a bigger 
expansion of output without strain. Until mid-January it seemed reason- 
able to think that Britain’s economy was in a middle phase of expansion: 
demand had risen sufficiently to strengthen the bargaining power of the 
trades unions but not yet sufficiently to employ fully all the country’s 
resources. ‘This phase obviously raised extremely delicate points of diplo- 
macy for the authorities and may have provided some excuse for their resort 
to exhortation—though not the precise form of exhortation employed. 
In the past six weeks, however, there have been unmistakable signs that 
a phase in which demand will be pressing heavily on resources is rapidly 
approaching. The striking revision of investment plans by private in- 
dustry revealed in January was followed last month by the foreshadowing 
of a very substantial increase in Government civil and defence expendi-° 
ture in the coming financial year. ‘Total supply expenditure for 1960-61 
is estimated at {4,836 millions, an increase of £341 millions, or about 
74 per cent on the original estimate for the current financial year, the 
biggest increase since 1951. Admittedly, not all of this prospective in- 
crease represents additional demand for goods and services, but it is safe 
to infer that the great bulk of it does. The increase in private invest- 
ment and Government outlays—above the line—taken together may impose 
an additional demand of £500-£600 millions this year. ‘This demand will 
be superimposed on already rising trends of consumer spending, public 
sector investment, exports and stockbuilding. It is far from certain that 
the economy can meet these additional demands without strain. 

Moreover, statistics of industrial earnings recently published by the 
Ministry of Labour indicated that even in 1959, when most of industry 
still had a substantial margin of unused capacity, the increase in the wages 
bill was attributable more to the pull of employers bidding for additional 
labour than to the push of trades unions for higher basic rates. In the 
twelve months to October, 1959, average weekly earnings in industry 
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increased by 5 per cent although wage rates rose by only 1 per cent and 
the average number of hours worked increased only from 46.0 to 46.7. 
These earnings figures and the prospective increases in Government 
spending and private investment provide an answer—admittedly not yet a 
conclusive answer—to those observers who argue that the present threat to 
prices should not be countered by measures to restrain demand. What 
is certain, however, is that there is little point in imposing restraints on 
demand—and thus on profits—if the Government is not prepared to face 
up to the threat of strikes. The salutary psychological effect of the rise in 
Bank rate must have been far outweighed three weeks later when the Govern- 
ment itself showed none of the resistance that it was counselling to others. 
The problem now before the Government is to contain the inflationary 
pressure unleashed by the rail settlement. In part—but only in part— 
this is a problem of reorganizing the railways themselves, of achieving 
drastic economies by heavy pruning and realistic pricing that will offset at 
least some of the increase in the industry’s wage bill. The settlement has 
made such economies imperative: but it would be totally unrealistic to 
suppose that they can be achieved quickly, and it requires a fair degree of 
optimism to assume that even in the long-run they could absorb the full 
cost of the actual and impending increase in wages. Immediately, the full 
weight of that increase will fall squarely on the Exchequer, which in the past 
four years has already made disguised subsidies to the railways totalling £300 
millions. ‘The Chancellor himself will have to decide how great a con- 
tribution taxpayers should make to financing under-utilized capacity in 
an industry that is becoming increasingly the carrier of last resort. This 
is a highly complex problem involving value judgments about the strategic 
need for a rail network and the convenience of the service of availability 
provided by the railways. It is doubtful if there is a satisfactory solution, 
though there is, of course, a choice between greater and less evils. The 
new wage award makes it even more desirable that the prices charged by 
the railways should reflect more closely the structure of the underlying 
costs. If the Government had shown less solicitude in the past for the 
peak-hour commuter the plight of the railways might not be so desperate. 
The main problem for policy raised by the settlement, however, is how 
to prevent the rise in wages from spreading throughout the economy. 
Exhortation can play little part in this: the Government will now have to 
rely on its deeds rather than its words. The implications of this for the 
budget are obvious enough: but, again, any restraint on demand imposed 
by the budget will have little effect on the pressure on prices unless the 
Government is willing to stand up to the threat of strikes. The eleventh- 
hour intervention in the rail-wage dispute, like the similar intervention of 
the US Government in the steel-wage dispute earlier this year, raises very 
deep problems of economic policy. Inexorably, governments are being 
drawn into wage negotiations and the preservation of industrial peace is 
becoming a prime object of modern democratic government. But is it an 
object to be placed above the preservation of the value of money? This 
is fast becoming the major economic issue of full-employment democracy. 
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America Recoils trom 
Dearer Money 


HERE was a widespread feeling in Wall Street last month— 

though not, it appears, in the hinterland of the economy—that 

American interest rates had undoubtedly passed their peak. 

Indeed, the equity market’s dejection, initiated by fears of a 
further increase in discount rates, was deepened as time went on by the 
contrary fear that the authorities had stayed their hands because the 
economy was far less buoyant than had been expected. Fears of dearer 
money were allayed only to be replaced by fears, even more unsettling to 
confidence, that the golden ’sixties had not got off to the glorious start 
predicted for them. By the third week of February the Dow Jones average 
had plummeted to 611—a fall of more than 10 per cent from the peak of 
685 established on January 5, wiping out three-quarters of last year’s gains. 
In the past three years Wall Street’s instinct for anticipating a change in 
the business climate has proved remarkably accurate. Its present appre- 
hensions cannot, therefore, be lightly disregarded. They have been linked, 
moreover, with an impressive recovery in bond prices—which has carried 
the yield on long-term bonds down from 4.58 per cent to 4.20 per cent 
since the beginning of the year—and with a net fall of almost 4 per cent in 
Treasury bill rates. Clearly, the wind of change has been blowing through 
Wall Street in recent weeks. 

The reasons for the stock market’s disquiet are difficult to pin-point 
with any precision. They appear to centre mainly in the disappointing 
sales—judged by earlier hopes—of cars and consumer durables in January 
and in the scattered evidence that the rush to rebuild inventories after the 
steel strike, which was expected to be the mainspring of this year’s expan- 
sion, has been rather less than had been anticipated. Sales of American- 
made cars in January fell well short of the motor trade’s forecast: they 
totalled 455,000—less than in the same month of 1955, 1956 and 1957, 
though better than in 1958 and 1959—whereas the month’s output had 
been stepped up to a record rate of nearly 700,000. Nearly one-third of 
the cars produced in the month went to build up dealers’ stocks, which 
had been seriously depleted in the closing months of last year. ‘This was 
not an auspicious beginning to what the industry had hoped would be a 
seven-million-car year; and the expected total of car sales in 1960 has 
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already been revised to 6} millions. The new compact models, however, 
made an encouraging début—though at the expense of larger US models 
rather than of foreign produced cars, imports of which are still expected 
to total 500,000 this year. Inventories of other durable consumer goods 
held by dealers and producers also increased rapidly, and there were some 
signs that not all the accumulation was voluntary. 

The rebuilding of steel inventories—though given additional icin by 
anticipations of some increase in prices stemming from the recent wage 
settlement—seemed to be proceeding much less vigorously than had been 
expected. None the less, in January and early February the steel mills 
were operating at around 95 per cent of their 1960-rated capacity of 148 
million tons; perhaps some 15-20 per cent of their output was being used 
to replenish stocks. ‘The despondency on Wall Street seemed to stem from 
the feeling that the economy had already felt the full impact of the increase 
in steel and motor production and that in coming months it would be 
difficult to maintain—let alone to improve upon—the January rates of 
output in those key industries. This may be too restricted a view of 
industrial prospects: certainly it does not accord well with the general 
view that the rebuilding of stocks of most other products has lagged— 
which implies that the stimulus imparted by stock-building may be spread 
more evenly throughout the year instead of being bunched in the first 
quarter of it. 

Undoubtedly, the restraint shown so far in rebuilding stocks has been 
one of the major factors reducing pressure on the money market. On the 
one hand it has left business corporations more liquid (a fact that has been 
reflected in the strong “ outside” demand for Treasury bills at recent 
tenders), on the other hand it has checked the demand for bank credit. 
This double relief coincided with seasonal and technical factors (most 
notably the paying off of $900 millions of maturing debt early last month) 
to produce an unexpectedly swift decline in money rates. The three 
months’ Treasury bill rate, which had touched 4.67 per cent at end-Decem- 
ber, had dropped to 4.04 per cent by February 1; in the following week it 
plunged to 3.56 per cent but then rebounded to just over 4 per cent in the 
middle of the month. Over the same period the six months’ bill rate regis- 
tered a net decline from 5.1 per cent to 4.3 per cent. This decline in bill 
rates dispelled most fears—though not all—of an increase in official redis- 
count rates in the near future. It also, of course, allayed the widespread 
anxiety overseas that the heavy pressure on the American money market— 
arising partly from the inability of the Treasury to tap the longer-term market 
because of the legal limit on the rate it can pay—might inject an irrational 
and disruptive element into the international flow of funds. The fall in 
the US bill rate and the rise in the British rate produced a margin for 
covered arbitrage of about 4 per cent in favour of London in the opening 
weeks of last month. ‘There were few signs, however, that any significant 
volume of funds was tempted from New York—partly, no doubt, because 
funds could still be employed privately there at attractive rates. 

The transmission of the fall in interest rates from the money market 
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to the bond market was helped considerably by the nervousness of equity 
investors, which made the prevailing yield basis of bonds look very inviting, 
and by President Eisenhower’s projected budget surplus of $4;200 millions 
in the fiscal year to June 30, 1961. This surplus, as the President stressed, 
must be reflected in debt redemption: the bond market lost little time in 
showing its approval of his intentions; the equity market—disregarding the 
buoyancy of incomes on which the revenue estimates were based—read the 
budget statement bearishly. The President’s proposals—both for holding 
expenditure within $1,400 millions of its 1959-60 total and for raising 
postal rates and certain excise taxes—must, of course, run the gauntlet of 
Congressional approval: they are unlikely to emerge unscathed, particularly 
in an election year. Nevertheless, it seems clear that the money and bond 
markets in the coming year will be relieved of the massive Treasury bor- 
rowings that have been the principal cause of their malaise in the past 
two years. Last year the markets had to accommodate an increase of 
$7,900 millions in US Government debt—in addition to absorbing a similar 
amount of bonds unloaded by the banks. This year the Treasury’s cash 
demands should be limited to the attrition through maturing bond issues 
(which, if the recent revival in confidence is sustained, should not be great) 
and may well be covered by the revenue surplus on the budget. 


Action on the Rate Ceiling ? 


Certainly the budget surplus envisaged should exert a depressive influence 
on interest rates—though its influence could be outweighed by forces in the 
private sector pulling in the opposite direction. Its impact on the bond 
market might be offset by a vigorous programme of advance refunding if 
the Administration were successful in its new attempt to secure the relaxation 
of the 4} per cent interest ceiling on Treasury bonds of more than five 
years’ life. ‘The possibility of such a programme was increased late last 
month when the Ways and Means Committee of the House of Representa- 
tives approved a compromise proposal that would free the Treasury from 
any rate ceiling on advance refunding operations and on cash borrowings 
not exceeding 2 per cent of the national debt in any year. ‘This proposal, 
however, has still to pass the House and the Senate. The arguments for 
embarking on advance refunding, though perhaps less urgent than last 
autumn, are still compelling: the volume of marketable government securities 
with maturities of less than one year increased by 10 per cent in 1959. At 
the end of the year no less than $80 billions of marketable securities out 
of a total of $188 billions were in the one-year range. This year a further 
$20 billions will move into that range. Well over two-fifths of the Treasury’s 
marketable debt, in fact, now has a maturity of less than one year and three- 
quarters a maturity of less than five years. The problems of monetary 
control presented by this unwieldy mass of short-term debt are too severe 
for the authorities to let pass any opportunity for lengthening the time- 
structure of the debt. The restraint that might thus be imposed on longer- 
term bond prices should, however, tend to increase any downward pressure 
on short-term rates by reducing the volume of liquid assets available. 
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Despite these many favourable factors operating in the money market 
since the turn of the year, it is difficult to foresee any further pronounced 
fall in US interest rates in coming months: indeed, the recent fall makes 
sense only on the assumption that the level of rates at the end of last year 
was artificially high. Few observers are disposed to question the official 
forecast that gross national product will rise this year by 6 per cent to 
$510 millions. The rise of 4 points in the Federal Reserve Board’s index 
of industrial production in January certainly gives no grounds for revising 
earlier forecasts of this year’s performance. It carried the index—in its 
newly revised form—to 169 (1947-49=100), 13 points above its level in 
November, 3 above its peak last June (the eve of the steel strike), and 37 
above the low point of the recession touched in April, 1958. Most of the 
pointers suggest that the trend of industrial production will continue upwards, 
even though a falling off in steel and motor output may cause some recession 
from the January peak in the months immediately ahead. Consumer spend- 
ing remains buoyant; investment outlays on plant and machinery—many of 
them deferred by the steel strike—are rising strongly; federal, state and 
municipal expenditures are still rising and are unlikely to be restrained in 
an election year; exports were recovering in the second half of last year, and 
a further advance is expected this year as purchasing power in overseas 
- markets increases and the full effects of the dismantling of restrictions on 
dollar imports are felt. These increases in demand should far outweigh 
the decline in residential building that seems in prospect. Above all, a 
major rebuilding of inventories—which are still abnormally low in relation 
to sales—seems likely and, as already noted, the fact that the rate of stock- 
building in the early weeks of the year was rather less than had been 
expected may mean that the re-stocking process will persist throughout 


most the year. 


No Retreat from Tight Money ? 


This expansionist background certainly does not suggest any pronounced 
fall in interest rates—particularly if, as seems likely, the Federal Reserve 
Board decides to prevent the supply of money from rising in step with 
national product. Last year the Fed’s restrictive policies allowed the supply 
of money—total deposits and currency—to rise by barely more than 1 per 
cent although national product increased by some 5} per cent between 
the final quarter of 1958 and the final quarter of 1959, and for the year as 
a whole averaged no less than 84 per cent higher. This was no mean achieve- 
ment for a year in which bank loans increased by a near-record $12 billions 
and the Treasury had to finance an increase of $8 billions in its debt. This 
year the dangers of the Fed’s efforts being frustrated by Treasury debt 
operations are much smaller. The Fed should be able to keep a fairly 
tight grip on the money supply if it wishes to do so—and if it does so choose 
the chances of any sustained decline in US interest rates seem remote. 
Indeed, rates would seem more likely to rise than fall. 

The main reason why the authorities might wish to keep money on a 
tight rein is, of course, the fear of creeping inflation. There is probably 
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sufficient unused capacity to enable the American economy to accommodate 
a further increase of 6 per cent in total demand this year without strain— 
particularly if the increase is spread evenly throughout the year. The 
pressure on costs, however, remains acute and is clearly causing the 
authorities some concern. How far the settlement reached with the steel- 
workers in January (reported in our last issue) sets a precedent for other 
industries and what the implications of the Government’s intervention are 
for economic policy are still uncertain. Second thoughts on that crucial 
settlement appear to be rather more favourable: at all events the general 
view now seems to be that it was not “ unduly inflationary”’. The sta- 
tistics for such a verdict were given by Mr R. M. Blough, the chairman 
of the US Steel Corporation: the settlement will increase hourly employ- 
ment costs in the industry by 34-33 per cent a year, whereas the average 
increase over the past twenty years has been around 8 per cent. Shipments 
of steel per man-hour have increased by some 2 per cent a year over the 
same period. ‘Thus said Mr Blough, “ instead of going up four times as 
fast as shipments [labour costs] will be going up a little less than twice as 
fast’. The rise in steel prices that may, after a decent interval, follow the ' 
settlement is thus unlikely to exceed the average rate of 54 per cent at which 
steel prices have been rising in the past twenty years. There may be some 
consolation in this, but clearly nothing that would encourage the Federal 
Reserve Board to relax its restraining policies. Indeed, seen from this 
side of the Atlantic the remarkable thing is that the settlement should have 
been followed by such a substantial recovery in the bond market. 

At first glance, at least, the state of the American economy does not 
support Wall Street’s prophecies of cheaper money—and indeed Wall 
Street itself seems to have been having some second thoughts. Certainly, 
the pressure on the money and capital markets should be greatly relieved 
this year by the sharp drop in Treasury cash requirements and the smaller 
demand for mortgage funds. At the same time, however, business demand 
for bank credit seems unlikely to diminish—rather it seems likely to increase 
as the rebuilding of inventories gets under way—and the demand for con- 
sumer credit must rise substantially if hopes of selling more than six million 
cars this year are to be realized. 

The sharp falls recently recorded in American bond and bill rates are 
perhaps best regarded as reactions from artificially high levels rather than 
as the first phase of a sustained decline. The rise in US bill rates in the 
closing months of last year was accentuated by the inability of the Treasury 
to borrow in the bond market. The further sagging of the bond market 
was the counterpart of the renewed boom in equities, and the recent 
recovery in the bond market is attributable largely to the suspicion with 
which many investors have come to view equities at their prevailing yields. 
If Wall Street’s fears about the robustness of the economy’s expansion are 
unfounded—or at least premature—its inference that interest rates are 
firmly on a downward path is almost certainly unwarranted. In the cur- 
rently buoyant state of the economy the American money market’s sudden 
recoil from dearer money seems rather unconvincing. 


143 








Development Aid and 
World Reserves 


A REJOINDER TO PROF. TRIFFIN 


By FRED HIRSCH 


HE importance of aiding under-developed countries has been well 

recognized in the West for many years, even if agreement has 

been more common on the aim than on the means (and the sac ri- 

fices) necessary to achieve it. But in the past year or so two big 
influences have combined to give the matter special urgency for Europe. 
On the one hand are the very heavy demands from India. After the large 
emergency aid that had to be given in 1958 and 1959 for the financing of 
its second five-year plan, India’s third plan due to begin in early 1961 
envisages an uncovered external deficit at an even higher rate—apparently 
around $1,000 millions a year. ‘This is a call that the western world cannot 
ignore, and the natural post-war reaction is to look to the massive resources 
of the United States. On the other hand, the United States, for the first 
time since 1933, is worried about its external finances and strain on the 
dollar. ‘The American administration has so far preserved a heartening 
degree of liberalism in foreign trade and foreign aid, but in all probability 
this can be maintained only if European countries now play their own 
part beside the United States in helping Asia and Africa. There can be 
no certainty yet that Europe’s response will be adequate: but detailed 
discussion of the ways and means will begin shortly in Washington in the 
new eight-nation committee of European nations together with Canada 
and the United States. 

While the problem of promotion of world development has thus come 
to the fore in international finance, some experts still regard the problem 
of world liquidity as the primary one, urging novel expedients for its 
solution. Some advocates, such as Professor Robert Triffin, who returned 
to the attack in The Banker a couple of months ago,* put the main 
emphasis on the danger of a general shortage of international reserves. 





* See “ Improving World Liquidity ”’, in the January issue. Professor Triffin’s plan 1s 
also explained, with profuse statistical illustration, in the Quarterly Review of the Banca 
Nazionale del Lavoro of March and June, 1959.—£pDITOR. 
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Others, though troubled by the same fear at the back of their minds, argue 
that new forms of international credit will in any case provide the best 
means of promoting development. The purpose of this article is to point 
to a number of grounds for questioning both these lines of argument; to 
show that there are dangers in the Triffin approach; and to plead priority 
for development finance. 


I—ARE WORLD RESERVES INADEQUATE? 


The adequacy of existing levels of international liquidity—that is, official 
reserves of gold and foreign exchange and international lines of credit— 
has been constantly questioned during the past two decades of fully managed 
currencies, and rightly so: there is no reason why countries that try to 
manage their money, and therefore their domestic credit base, on Keynesian 
principles should always leave the international credit base to chance. Yet, 
for reasons spelled out below, the analogy between domestic and inter- 
national credit should not be pressed too far. It is much more difficult to 
exercise flexible management over the volume of international credit—if 
only ‘because it is the concern not of a single government, but of many. 

Those who attach importance to arithmetical ratios as a test of adequacy 
of world reserves—notably to the ratio of reserves to world imports—see 
the only satisfactory solution in a new international mechanism that could 
increase its credits more or less automatically with world trade. But arith- 
metic is of limited use as an indicator of adequacy of reserves. The vital 


WORLD RESERVES IN 1959* 
(Millions of dollars) 
Foreign Foreign Total Total Reserves as % of 


Gold Ex- Lia- Re- Imports at Annual Rate 

change bilities serves 1928 1937 1957 1959 
United States... .. Save oo 16,171¢ 19,579 85 358 161 121 
United Kingdom - 2,900 398 9,612¢ 3,298 13 Gt Ht 9 
Continental Europe .. 10,800 6,980 J 17,780 46 78 42 50 
Overseas sterling area]. . 685 5,610 ~ 6,295 28 46 41 45 
All countries fad 37,935 18,285 56,220 42 101 49 54 


* Holdings of official agencies at September 30, 1959, as compiled by IMF. 
¢ Dollar balances and sterling balances noted here cover all external holdings and therefore 
exceed figure at foot of second column covering official holdings only. tf June 30. 


factor of confidence, and everything that underlies it, can make all the dif- 
ference. In 1928 the ratio of world reserves to imports was twice as large 
as in 1913, but was world trade on a sounder base? In 1938 the average 
world ratio, at more than 100 per cent, was almost twice as large as now: 
but the flow of private credit and capital was then grossly distorted by 
political fears and the aftermath of the depression, and there was nothing 
corresponding to the facilities of the International Monetary Fund. 

The big increase in world trade and world prices after the war certainly 
involved, as has been repeatedly pointed out, strains on world liquidity. 
But it is difficult to attribute the payments difficulties of the time to this 
general influence rather than to particular ones—such as inflation (as in 
Latin American countries and France), especially rapid development (as 
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in. India and Israel), and very large short-term liabilities (as in Britain, 
which for this reason has been the outstanding particular case of a country 
with inadequate reserves). In the past two years, moreover, world liquidity 
has been increased in two major ways: by the increases in the IMF quotas, 
which enable the Fund to play an important rdle in shoring up such weak- 
nesses as may appear in different places from time to time; and by the 
revival of private financing, encouraged by the strengthening of currencies 
and moves to convertibility, which in some measure lessens the need for 
use of official reserves. As a result of these improvements, there are 
unusually few signs of strain in international finance to-day. Consequently, 
there seems no immediate need for further general action to increase reserves 
—as distinct from selective action to meet particular pressures. 

It is possible to argue, as does Professor Triffin, that the present equi- 
librium is an unsound and temporary one because the greater part of the 
increase in first-line reserves outside the United States has come, not from 
new production of gold, but from transfers of gold from the United States 
and accumulation of overseas dollar balances. ‘This process, it is held, 
cannot continue “ indefinitely ’’ because it weakens the reserve position of 
the dollar, in the same way as the accumulation of sterling balances has 
burdened sterling. As a forecast for the ultimate future this argument is 
appealing; it is much less acceptable as an explanation of recent tendencies 
or as a portent of the immediate future. 

It is true that world liquidity has been greatly eased by the net deficits 
of the United States, totalling some $12,000 millions since the end of 1950 
(roughly one-quarter settled by an outflow of gold and three-quarters by 
increases in foreign dollar balances). But it is also true that fully one-half 
of that transfer has been absorbed by two countries, Germany and Italy, 
and has thus been denied to those most in need of it. In consequence, 
both those countries could, in their turn, be a source of additional liquidity. 
They could, with profit to themselves, comfortably halve their present 
reserves; and the effect on the outside world of policies contributing to 
that reduction might do much to offset any strain arising from a slackening 
of the outflow from the United States. But secondly, and equally seldom 
recognized, the pressure on the United States itself to check that outflow 
ought not to be urgent at all. 

For some centuries the public has been accustomed to the principle of 
deposit banking—that only a portion of the deposits is kept in cash. Inter- 
national banking is not fundamentally different; and after some hesitations, 
caused in part by concern about domestic management, the international 
public has indeed become reconciled to seeing its deposits in sterling backed 
by quick gold assets to the extent of only one-third. That ratio has been 
broadly unchanged ever since the upsurge of sterling balances to finance 
the war; and before the large accumulations of gold by the Exchange 
Account in the middle ’thirties the ratio was also relatively low—less than 
one-half in 1932 and around one-third in 1928. 

Despite the very great increase in foreign countries’ dollar balances in 
the post-war years, the ratio of America’s total gold holdings to quick 
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liabilities is even now over 100 per cent. In this sense America has not 
yet begun to perform an international banking function; and in this sense, 
too, there cannot yet be any ground for concern about the mounting claims 
on its gold reserves. Significantly, through the past two years of so-called 
pressure on the dollar, foreign holdings of dollars have continued to rise, 
having hesitated only early in 1958 when New York interest’ rates were 
reduced to abnormally low levels. In their practice, if not in their talking, 
international operators have recognized the basic difference between a net 
payments deficit resulting from outflows of long-term capital and grants to 
friendly countries and a deficit in current payments representing over- 
spending without anything to show for it. 

This is not to deny that, in the fullness of time, the process of increasing 
world liquidity through accumulation of reserves in “key currencies ” 
(what used to be known as the gold exchange standard) may develop 
excessive strains. Whether and how soon it will do so will depend on 
future influences that cannot really be assessed at present. The most 
important of these are (1) the readiness of the United States to act as a 
true international banker, and (2) the future supply of new gold for monetary 
reserves—which in turn depends not only on future gold production but 
on the rate at which Russia chooses to disgorge its vast gold hoard and 
the rate at which individuals in France and Asia choose to disgorge theirs. 
Even if a pessimistic view is taken about all these incalculable influences, 
one still need not conclude that the function of key currencies must neces- 
sarily be replaced by a new centralized international system of credit; 
alternatively, on lines followed already, international credit can be used to 
support the key currency function. ‘This more modest alternative should 
commend itself for the time being because, whatever their ultimate attrac- 
tions, schemes for pooling international reserves would have major dis- 
advantages at the present juncture. 


II—CRITIQUE OF THE TRIFFIN PLAN 


The scheme proposed by Professor Triffin, like similar proposals put 
forward by others in recent years and spelled out in less detail, follows in 
its essence the principles of the Keynes pian submitted as a basis for dis- 
cussion by the British Government in 1943. As the latter-day Keynesians 
are naturally less obsessed by the danger of world deflation and constrictive 
payments surpluses than he was, they do not suggest quite such drastic 
sanctions against creditors. But their schemes are radical enough. 

The essence of Professor Triffin’s scheme, it will be recalled, is as 
follows. Countries should renounce the use of national currencies as / 
international reserves (with the possible exception of regional groups such 
as the sterling area). ‘They should transfer existing holdings of dollar and 
sterling balances, and at their option also their holdings of gold, to the 
International Monetary Fund in return for interest-bearing deposits; these - 
deposits would be fully convertible, freely available and would carry an 
exchange rate guarantee. At the outset all countries would be required to 
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transfer a minimum of 20 per cent of their total reserves in exchange for 
Fund deposits. The Fund would then, over the years, liquidate the 
sterling and dollar balances that had come into its hands, at a maximum 
pace of 5 per cent a year. ‘The proceeds from such liquidations might be 
used for new investments in the international capital market. Such invest- 
ments would apparently be in addition to the Fund’s basic lending, the 
amount of which would be determined on an arithmetical basis linked to 
world trade. Thus the Fund’s basic lending over any twelve months might 
be fixed at such an amount as would, together with current increases in 
stocks of monetary gold, increase world reserves by 3-5 per cent a year. 
The immediate difficulties posed by a scheme of this kind arise from 
treatment of the existing balances and the process of switching from the 
‘key currency ” system. ‘Three particular difficulties arise. First, what 


is the Fund itself going to do about the risk of exchange depreciation of 


the currencies coming into its hands, in respect of which it has handed 
out guarantees to the original owners? Professor Triffin apparently took 
it for granted that the Fund would be provided with a guarantee on these 
balances by Britain and the United States, citing as precedents the guaran- 
tees given under IMF, EPU and the European Monetary Agreement.* 
This is quite misleading. The exchange guarantee under EMA, which is 
the most far-reaching, applies to balances in the hands of central banks 
for a maximum of one month. The guarantee for which Professor Tiffin 
is asking would be of limitless duration. It would virtually rule out the 
possibility of devaluation for the rest of the century, and however deter- 
mined the authorities may be to avoid such a contingency they would be 
foolhardy to accept the gratuitous limitation on their freedom. 

Secondly, it is difficult to see what advantages ‘would accrue from the 
Fund’s liquidations of the transferred sterling and dollar balances (quite 
different objections would arise if it were proposed that there should be no 
such liquidations of new balances, matching new IMF deposits). A reduc- 
tion of 5 per cent a year in Britain’s existing sterling liabilities (excluding, 
say, £800 millions for private working balances that would be retained, but 
nothing for colonial balances, since it seems unlikely that there will be 
many colonies left by the time the scheme could come into operation) 
would involve an annual burden of £125 millions. That is one-half of 
Britain’s present rate of long-term overseas investment, which would cer- 
tainly have to be cut down to make room for the new burden. Professor 
Triffin says that in many years the liquidations would be less than 5 per 
cent, and that in any case the scheme envisages that part of the ‘ bilateral ”’ 
investment at present undertaken by Britain and America would be replaced 
by “ multilateral” financing by IMF. This last suggestion is unlikely to 
bring joy to anyone. Centralization of investment decisions has gone 
disturbingly far as it is; and Dr Jacobsson, even with an expanded staff, 


would hardly appreciate being asked to replace the activities of Dunlop or- 


ICI or even of the Colonial Development Corporation. 





* See his letter in The Economist of January 23 last. 
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Thirdly, the Triffin proposals might easily induce Britain and the United 
States to tighten their payments policies in an attempt to curb net deficits, 
since these might seem less acceptable if they were financed through 
increased overdrafts at IMF rather than through the flow of short-term 
international funds into London and New York. Professor Triffin implies 
that it would be a good thing if these rich countries stopped “‘ capital 
imports ”’ of this kind. But this, surely, is to become bemused by account- 
ing terms. If America makes grants and long-term loans to Asian countries 
and as a result incurs some short-term indebtedness, perhaps to Germany 
—or even to India—it aids development and increases world liquidity at 


the same time. 


Political Integration First ? 


Another set of objections to an early pooling of international reserves is 
perhaps of a more fundamental character. Undoubtedly, the best way of 
working an international economy would be through an international central 
bank such as these schemes envisage. But a central bank’s credit-creating 
and credit-regulatory apparatus can properly extend only to territory over 
which its associated government has effective control. Not even Malaya 
and Singapore, it may be recalled, could agree on a single central bank to 
straddle the two political sovereignties. Consider some of the implications 
of a Fund under the Triffin arrangements in a world in which domestic 
sovereignty remained pretty much untouched. As one extreme example, 
at a time such as Suez, when some members felt strongly that others were 
engaging in acts of international aggression, might there not be very strong 
pressure to prevent the alleged offending country drawing on its IMF 
balances ? Countries’ rights might possibly be made cast-iron; but there 
could then be an opposite danger. It seems likely that a drawing down 
of a country’s balances at the Fund would attract less attention than reduc- 
tions in countries’ own exchange reserves do at present, so that monetary 
authorities might be slower to respond to the signal. Moreover, once 
countries have handed over big parts of their reserves, the Fund might 
find it more difficult to impose due conditions on requests for assistance; 
those conditions would be more likely to be represented as “‘ dictation ”’ 

One does not need to overrate the public service performed by the 
currency speculator in order to recognize that at times a Chancellor’s best 
weapon in Cabinet may be the irrefutable assertion: ““ We have no alterna- 
tive. The reserves will be out in six weeks’. It is debatable whether 
Bank rate would have been raised to 7 per cent in 1957—a move that is 
now widely recognized to have had lasting benefits for the British economy 
—if the British authorities, able to point to their current surplus and to the 
damaging rumours about the mark, had had an easy let out with an inter- 
national body.* Of course there would be nothing to fear if such a body 
could be bmereeneeid satin and etisiabibel but before countries - up 


* Under the Triffin scheme such occasions would in practice almost certainly be marked 
by big transfers of privately held balances to IMF, to secure the exchange guarantee, and 
one can imagine the pressures on the Fund to refrain from liquidating these balances. 
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substantial degrees of domestic political control in the interests of this sort 
of internationalism, they should realize that, paradoxically, there may be 
more chance for the international body to move in this direction (as the 
IMF has been doing under Dr Jacobsson) while its functions are plainly 
supplementary. 

For all these reasons, an attempt to replace the reserve functions of the 
pound and the dollar could be hazardous and disruptive. At the same time, 
it is a comparatively easy matter to underpin them. If the IMF succeeds 
in doing this it will have gone a long way towards securing—not for 
eternity but for the foreseeable future—a sound basis for international 
finance. The recent improvements in the IMF may already have brought 
it within sight of that objective. Its present facilities appear to provide 
adequate second-line backing even for sterling, with its unique vulnerability, 
so that the British authorities need not torture themselves—and pose a 
threat to other countries—by attempting that massive increase in the gold 
reserve that would be necessary if the reserve were to provide by itself 
alone safe cover at all times against the sterling balances. This does not 
mean that one can be complacent about the adequacy of the IMF mechanism 
in this context. A further increase in its facilities for the key currencies 
may yet be needed; desirably, this would be secured through a selective 
rather than a general i increase in IMF facilities. 

The biggest previous obstacle to any such course, the nites of the 
United States, seems likely to be modified over the years if the dollar itself 
were felt to be in need of such backing. Formal introduction of selective 
rights in IMF would be very difficult practically, and may not even be 
essential; important moves away from the principle of automatic. rights 
have already been made under Dr Jacobsson, and have strengthened the 
whole mechanism. But significant further progress in this direction may 
have to go hand in hand with a strengthening in the IMF administration: 
wider powers of lending demand wider powers of scrutiny. The present 
IMF administration, in its United-Nations-like form, leaves much to be 
desired: almost everything depends on its managing director. 


II—PRIORITIES FOR DEVELOPMENT 


If the International Monetary Fund succeeds in providing reasonable 
reserve facilities for all countries and in taking the special strain off the 
countries with reserve currencies—which are also the leading world investors 
—1it will have laid a favourable basis for more rapid industrial development 
in the poorer countries. Its direct contribution to this end, in its capacity 
as a provider of comparatively short-term credit, is much more limited in 
scope. No doubt the payments problems of rapidly developing countries 
would be eased by a massive increase in IMF quotas: but this would be 
a dangerously roundabout and inefficient way of trying to solve them. An 
indiscriminate injection of this kind would clearly have inflationary impli- 
cations; but, even apart from that, it would permit many countries, in 
Europe as well as the Middle East, to use the new leeway for higher living 
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rather than higher investment. In the theoretical Keynesian analysis, an 
increase in the rate of investment will normally worsen the foreign balance 
in the first instance, and thus demands a cushion of external reserves: this 
proposition is unexceptionable, but the converse is not. Whatever prevents 
the more rapid development of Sicily, it is not, with Italy’s $3,000 millions 
in gold and foreign exchange, a shortage of external liquidity. In this 
context too, therefore, a general increase in IMF credit seems the wrong 
solution. Selective increases to help deserving countries bridge temporary 
shortages are a different matter, and room should be made for them. 

The main need of countries such as India at present is for long-term 
capital that minimizes the burden of repayment in the years immediately 
ahead. Even the annual charge on a twenty-year loan from the World 
Bank may be excessive: hence the pressure for special government support, 
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and for the special “soft” international aid planned through the Inter- 
national Development Association, which should be in operation by the 
end of this year. But the rdle of IDA at the outset cannot be large, with 
total subscriptions for the first five years no more than $1,000 millions. 
Additional special aid will obviously be needed. 

How much. more, by whom contributed, and in what form granted, -are 
the key questions for the eight-nation committee of Atlantic countries soon 
to meet in Washington, as well as for Mr Allan Sproul, Sir Oliver Franks 
and Dr Hermann Abs in their current mission to India. ‘These “‘ advance 
looks ’’ at the requirements of countries that are making a real effort of 
their own to develop their economies are a marked improvement, for bor- 
rowers and lender alike, on the meetings in 1958 and 1959 of India’s main 
creditors faced with default on their trade debts. ‘Those meetings naturally 
had an urgency of their own. ‘The test now is whether a similar urgency 
will be shown when lending countries have less immediately at stake. 
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A big unknown here is the response of the continental countries and the 
white dominions. Not all the signs are favourable. In some European 
countries the loss of colonies, and the subsequent behaviour of the freed 
territories, has left a bad taste, so that even people like the Dutch now 
prefer to look inward. The cause of western aid to emerging countries 
could not stand many Indonesias; the outcome in the Belgian Congo 
and Algeria may be an important influence in this wider context. 

An unenviable but in some degree unavoidable task in harnessing Euro- 
pean efforts for overseas aid will be an exercise in “ burden sharing” on 
equitable lines. The difficulty is that no one can agree on what the various 
countries are doing already. Should one count all private overseas invest- 
ment and count it gross, or make any deductions for remittance of divi- 
dends ? And, perhaps most controversial, does one include all aid to and 
investment in colonial or protected territories ? Does French investment 
in Sahara oil, or Britain’s in Kuwait, rank on a par with contributions to 
IDA? There is some case for saying that it is up to the imperial countries 
to remove any suspicions by offering equal facilities to investors outside 
their own country. Indeed, as some bankers in Europe now privately 
recognize, the broadening of investment in colonies and ex-colonies by 
participation of Scandinavian and other non-colonial powers, .if they can 
now be induced in, may be desirable in itself. 

The broader the base of the international effort to help free Asia and 
Africa the greater will be the chances of success. ‘The task may not be so 
fearsome as is sometimes supposed. ‘The number of countries needing 
really large external support at any one time is limited. At present, for 
example, India towers above the rest; development plans, on India’s own 
experience, take a long time to get going, and by the time African countries 
are at India’s present stage India itself—so its officials hope at present— 
should be over the hump. 

For organization of this new effort, it is widely agreed, a new international 
institution will be needed. New institutions will also be needed in many 
countries domestically: too often in recent years requests to continental 
countries for development funds have met with the response: “‘ We have 
no institution to finance it, and we cannot put it through the ordinary budget’’. 
Even in Britain, the Section III machinery of the Export Guarantees Act 
is ill-fitted for the new-style development loans. In Germany, where much 
thought has been given to the question, some intriguing schemes have 
been suggested. ‘These include the relending to overseas countries of money 
repaid by German industry to the counterpart funds of Marshall Aid; and 
special grants from proceeds of the proposed public sale of Volkswagen 
shares. But institutions will do nothing without the will to finance them. 
Public opinion will have to be mobilized in support of the grand operation. 
It must be prepared to meet the calls on its savings demanded by external 
aid in any of its forms, whether credits from a super-IMF or loans by 
national Exchequers. But it is selective lending for agreed terms rather 
than a wholesale raising of world purchasing power that seems best suited 
to the task. 
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Danegeld 


OR the third—or is it the fourth ?—time since the war the railway- 

men have held the public up to ransom—and got away with it. 

On this occasion, as on the earlier ones, they have put a pistol at 

the Government’s head and the Government has cravenly yielded. 
The only distinguishing feature of the present episode is that this time 
the National Union of Railwaymen has flagrantly broken an agreement 
entered into a year or so ago—the agreement to await the report of the 
Guillebaud Committee before advancing fresh claims. For the rest, it is 
the same story as before—and it is ten to one that:it will not be long before 
the story is repeated once more. 

Some people will say that this comment is unfair. They will affirm that 
the railwaymen are underpaid by comparison with other workers and will 
protest that ‘‘ technicalities’ such as the wages agreement must not be 
allowed to stand in the way of the prompt remedying of an injustice. This 
argument, however, holds very little water. Certainly railway wages are 
in general below those earned by other comparable workers—the Guillebaud 
Report when it comes will establish by how much. But this is no new 
development; it goes back many years. In particular, the disparities are 
not significantly greater than they were when the pledge was given not to 
raise the wages issue pending the Guillebaud deliberations. Nor, since the 
retail price index has been stable within 1 per cent or so for the past two 
vears, can it be claimed that the railwaymen’s standard of living has fallen 
since the last wage settlement. 

No, there is no real excuse for the Government’s behaviour in this latest 
dispute with the railwaymen. In saying this I am not thinking of the 
money at stake, though this, of course, will end up by being a great deal 
more than the £19 millions immediately in question. I am thinking of 
the general principles involved and of the example created. The Govern- 
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ment has condoned a totally unjustifiable breach of agreement—that was 
done constructively when Sir Brian Robertson undertook, presumably with 
the assent of the Minister of Transport, to backdate the presumptive awards 
of the Guillebaud Committee to January 11—and it has yielded to a 
summary call to “‘ stand and deliver ’’. 


‘‘ And that is called paying the Dane geld 
But we’ve proved it again and again 
That if you have paid him the Dane geld 
You never get rid of the Dane ”’. 


The success of the highwaymen tactics of the NUR will not be lost on 
the other big trades unions. We must now resign ourselves to the fact 
that the fight for monetary stability which we have been waging for the 
past two and a half years—effectively since September 19, 1957—has been 
lost. ‘There have for some little time been signs that the battle has been 
going against the stabilizationists. ‘The wage and hours demands recently 
agreed—with the engineers and the building workers for example—have 
pointed in that direction. I do not suggest that they were outrageous, but 
they have gone beyond the probable, though certainly not beyond the 
possible, increases in productivity. As the Chancellor has reminded us, 
the average annual increase in workers’ output has over the past ten years 
been only about 2 per cent. Financially, too, we have the evidences of 
strain—in the boom in equities, described by the Governor of the Bank 
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of England in a speech delivered on the same day as, though before the 
conclusion of, the railway settlement, as “ disquieting ”’. 

Nevertheless, as I see it, the railway settlement will prove the final break 
in the line. In real war the moral to the material factors is said to stand 
as ten to one. In the battle for stability the Government has fallen down 
on the moral side. It has consequently lost an important round of the fight. 
So what do we do now? ‘There is, of course, only one thing to do, namely, 
prepare to do better in the rounds to come; prepare to strengthen the line 
to which we must now fall back; prepare to contain the enemy. How do 
we set about doing this? If there is any valid distinction between 
‘“‘ demand-pull ”’ inflation and “ cost-push ” inflation, what we now have 
to deal with is the latter. This does not, of course, mean that wé must 
suspend all efforts to control demand. Of that a word more in a moment. 
But we must, I am sure, no longer neglect to take direct measures against 
the “ cost-push ”’ variety. 


Curbs for Wild Cats 


By direct measures I do not mean anything so foolish as restriction of 
wages or anything which must involve a head-on collision with the unions. 
I would regard the proposals that have been put forward for the establish- 
ment of a commission to fix basic wages for individual industries, trades 
and jobs, as falling within these categories. What I mean is the application 
of a mild form of ‘‘ company law” to the trades unions, which by the 
famous or notorious Trade Disputes Act of 1906 were placed virtually above 
the law. In its capitalistic aspects industry is closely regulated by the law. 
It is subject to companies’ acts and restrictive practices acts and prevention 
of frauds acts; and enquiries are in train for the further tightening up of 
the relevant statutes. The trades unions, on the other hand, retain a degree 
of freedom which now all too frequently degenerates into licence. The 
holding up of all production in factories by unofficial strikes by small 
groups, of maintenance workers in particular, has recently become a sheer 
scandal. We have had, for example, 10,000 workers at Rootes’ motor 
manufacturing works thrown out of employment through a strike of 130 
fork-lift truck operators, and 30,000 men at BMC’s factories laid off through 
a strike of 50 electricians. The latter dispute had, indeed, become official 
but the union concerned was the Communist-dominated Electrical Trades 
Union, some of whose administrative methods are, to say the least of it, 
highly questionable. 

It would be by no means harmful to the interests of the whole body of 
trade unionists, but quite the reverse, if legislative steps were taken to 
prevent, or at least make more difficult, this type of wild-cat stoppage by 
key workers, the effects of which fall and are often designed to fall on 
workers of other unions rather than on employers. Such legislative 
measures as would provide for compulsory registration of trades unions 
with supervision of their rules by an official registrar, the withdrawal of 
legal protection from strikers in breach of union rules, the protection of 
union members against oppressive acts by their union—these I hold are a 


155 








matter of urgent necessity in the interests of trade unionists and the general 
public just as much as of employers. Conservative governments have jibbed 
at introducing such legislation on the principle that it is better to let sleeping 
dogs lie. In these days when the dogs are liable to snap and bite at the 
slightest provocation, the plea is far from convincing. 

I think that legislation for the regulation of trades unions is one of the 
essential elements for the maintenance—or, as I am afraid it will be, the 
re-establishment—of economic stability in Britain. But, of course, it 
cannot go more than part of the way. It cannot bring about that degree 
of influence over the actions of the individual unions that ought to reside 
in the central TUC. That can be attained only by voluntary agreement 
among the unions. And, of course, it is no substitute for the central 
control of general demand by monetary policy. 

And this brings me to what the Chancellor and the Governor have 
recently been saying on this question. Mr Heathcoat Amory, in his last 
address to the National Production Advisory Council, hardly did more 
than repeat the usual warnings and exhortations to “‘ both sides ”’ of industry. 
He did, indeed, stress two points more than others. One was that a big 
rise in industrial investment in 1960 is ‘‘ now certain’. ‘The other, 
addressed “ with the greatest gravity’ to the trade union representatives 
in his audience, was that “ we must not delude ourselves ”’ into thinking 
that a reduction of working hours for the same pay was not equivalent to 
an increase in wage rates. Both these facts were indications that “‘ pressures 
on resources are mounting’’ and that “strains might be developing ”’. 
They add up, indeed, though the Chancellor did not make the point, to 
an acknowledgment of the fact that the wavelength of the trade cycle is 
still shortening. | 

Mr Cobbold, in his speech at Liverpool, voiced more specific fears. As 
at the Mansion House, three or four months ago, he was concerned at the 
boom in equity shares. There was “‘ too much money chasing too few 
first-class shares’. He would not say positively that prices were too high 
but he felt that there was some danger, particularly to the small investor, 
in the prevalent feeling that one has only to buy a few equities to make 
money. Certainly a really sharp fall in the market, while chastening, 
would be unfortunate if it discouraged the small investor from continuing 
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to save at the high rate at which he has been saving in the past few years. 
In view of the continued excellence of industrial output, however, one 
would judge that a really serious fall in share prices is only likely to develop 
if the supporting credit structure proves to be so badly over-extended that 
its collapse would follow the further monetary control measures at which 
both the Chancellor and the Governor have hinted. It is difficult to 
judge on this point. That some part of the £800 millions of additional 
bank advances made in the past year—and some part in particular of 
the £200 millions increase of advances in the personal and professional 
categories—has been applied to the financing of Stock Exchange operations 
is obvious. Yet I would not guess it to be frighteningly large. I would 
have thought that the bank-supported activities of the hire-purchase houses 
(which the Governor also mentioned) were fraught with greater dangers 
than the banks’ provision, direct or indirect, of credit for stock market 
purchases. It is acknowledged by some of the biggest and strongest HP 
finance houses that they are being driven by competition into giving credit 
on terms—as regards down-payment and period—that they believe to be 
unsound.* ‘The big houses are doubtless amply strong enough to take care 
of any losses that may ultimately come their way. But what about the many 
hundreds of smaller houses ? Are there not possibilities of nasty trouble there ? 

When the Chancellor of the Exchequer talks in public of mounting 
pressures on resources and the Governor of “ coming to the verge of over- 
strain ’’—after they have raised the Bank rate from 4 to 5 per cent—one 
wonders what sort of follow-up they have in mind. Indeed, one wonders 
whether they would not have done better to act at once rather than to repeat 
warnings which they delivered last autumn. 


What Further “ Demand ’”’ Restraints ? 


It seems at any rate quite clear that further action is on the tapis. What 
sort of action? Various possibilities present themselves. So far as the 
railway surrender and its probable effect on other wage claims are con- 
cerned, the obvious counter move would be a stiffer budget than was 
previously intended. Whether the Chancellor was consulted about the 
railway ‘‘ settlement ”’ before it was reached, I don’t know, but he is left 
carrying a howling baby, which will only cry the louder if he pampers it. 

As an all-purpose instrument the Bank rate remains unsurpassed. A 
further increase to 6 per cent would bear on all borrowers. It would have 
some influence on industry’s rapidly swelling investment plans. It would 
lead to modifications and postponements, but I do not for a moment believe 
that the effects would be catastrophic. Indeed, if the economy is verging 
on a state of overstrain industry ought to welcome the amber light, since 
that would give it early warning of the imminent shortage of real resources. 
that would in any case prevent the punctual execution of all its plans. 

If the HP credit situation is as unstable as some of the experts suggest, 








* This point is made forcefully by Mr P. J. Greaves, Joint Managing Director of North 
Central Wagon and Finance, in the first issue of Credit, the new quarterly review of the 
Finance Houses Association.—EDITOR. 
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then clearly there is a case for reviving the special regulations laying down 
minimum down payments and maximum terms that were withdrawn 
eighteen months ago. I don’t care for these discriminatory monetary 
controls any more than the Radcliffe Committee did, but if the monetary 
authorities judge them to be necessary, I would not quarrel with them. 

Finally, of course, if the banks are to be cast in the réle of villain of the 
economic drama, “ Verge of Overstrain”’—if to put it more mildly they 
are judged somewhat to have overstepped the reasonable limits of the 
freedom that was given to them—then the question of specific control of 
the banks’ liquidity may arise. At the present time this matter remains in 
a rather untidy form. The plan, rather hastily adopted before the ending 
of the squeeze in mid-1958, by which the banks reluctantly agreed to make 
special deposits with the Bank of England if circumstances required that 
they be called upon to do so, is still in being. The Radcliffe Committee 
passed it by with a bare mention, but left it to be understood that it pre- 
ferred the adoption of a system of compulsory but variable “‘ liquidity 
ratios”. To this the Chancellor responded, according to his own state- 
ment at the end of last year, by deciding to look at the question again. But, 
up to date, nothing has been disclosed about the results of this enquiry. 





An Artist’s Sketchbook: No. 72 


BRITISH BANKS IN TOWN AND COUNTRY 


District Bank, Stockport 


lies very close to the Lancashire border and, in fact, takes most of 

its characteristics from that county. The branch of the District 
Bank in Great Underbank, however, is a splendid example, in perfect 
preservation, of the half-timbered architecture for which Cheshire is 
famous. ‘The facade has three ornamental gables, massive beams and a 
characteristic projecting central porch. All is original except that the daub 
between the timbers has been replaced by more durable material. The 
building was erected at the end of the fifteenth century or the beginning 
of the sixteenth; it was then known as Underbank Hall. In 1823, it was 
sold for three thousand guineas to Christie, Lloyd and Winterbottom, 
bankers. Six years later it became the property of the District Bank. 
Among the most noteworthy features of the bank are three fireplaces. The 
one in the banking hall is the oldest and dates from the sixteenth or early 
seventeenth century. ‘The mantelpiece of the fireplace in the manager’s 
room has extremely fine detail and is believed to be by Grinling Gibbons, 
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Specially drawn for The Banker 
_ by Geoffrey S. Fletcher 


who was known to have worked in the neighbourhood, The third fireplace 
is small and of grey stone, in the style of the Adams brothers; the first-floor 
room that contains it is perhaps the most interesting part of the house, being 
given a fine distinction by its oak panelling and diamond-paned windows. 
The pier shown on the left of the drawing is one of the two delightful orna- 
mental ends to the modern ironwork fronting the bank. The two piers are 
topped with pineapples and date from the eighteenth century. 
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RADCLIFFE UNDER SCRUTINY 


Another 


Look at 


‘“ Liquidity 4 


Further reflection upon the Radcliffe 
Committee’s controversial concept of 
“ liquidity’’ rather than money supply 
as the target for monetary action has led 
to wider understanding—if not wider 


approach. Mr Harold Rose, more sym- 
pathetic to it than some other com- 
mentators in this series, here examines 
its relationship to the _ traditional 
approach and appraises its contribution 





acceptance—of the Committee’s line of to monetary analysis.—EDITOR. 


By H. B. ROSE 


LTHOUGH it is safe to say that a final verdict on the main 
conclusions presented by the Radcliffe Committee on the rdle 
and strategy of monetary policy has still to be reached, there is 
little doubt that the glorious summer of Lord Radcliffe and his 

colleagues has been followed by a winter of discontent in the minds of 
many economists and financial journalists. ‘Those who can be described 
broadly as orthodox in matters of monetary policy appear to have remained 
convinced that the Committee’s concept of the “‘ liquidity position ’’ repre- 
sents no improvement over the more familiar “supply of money ”’. 
Indeed, in certain quarters there seems to be some bewilderment as to the 
meaning and relevance of the Committee’s use of the term at all, so much 
so that Sir Oscar Hobson, for example, finds himself compelled to say that 
the concept “is so nebulous and imprecise that it is next to impossible 
for the ordinary layman to understand ’’.* 

This difficulty has arisen partly because the Report unfortunately devotes 
little space to a discussion of the “ liquidity position”; conceivably, the 
Committee did not expect that its concept would mystify where it did not 
simply antagonize. Perhaps a second look at some of these problems may 
be appropriate at this juncture, before the publication of the voluminous 
evidence presented to the Committee initiates another and more detailed 
phase of controversy. 

That the Radcliffe Committee has drawn fire down on its views from 
such a wide circle of critics may be due partly to the fact that the philosophy 
of the Report opposes in certain important respects both wings of tradi- 
tional monetary thought. When we speak of monetary policy as operating 
on the “‘ money supply ” or on the “‘ quantity of money ’’, we are referring 








* Sir Oscar Hobson, ‘“‘ The Conduct of Monetary Policy”, in “‘ Not Unanimous’’, a 
symposium of essays on the Radcliffe Report (The Institute of Economic Affairs, London). 
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to the stock of money in existence, whereas the ultimate object of policy, 
whether monetary, fiscal or dirigiste, is to influence the flow of money 
expenditure and incomes. A policy that in the first instance is directed to, 
or involves, changing the quantity of money must therefore be based on 
some theory as to the relationship between the country’s money stock and 
its flow of money expenditure. Broadly speaking, economists have built 
two bridges between them, one relating to the possible existence of certain 
fundamental money-holding habits of the community and the other to the 
operation of interest rates. 


Money-Using Habits 


What may be called the “fundamentalist”? view of money directs 
attention to the possibility. that the community as a whole may wish to 
hold money balances equivalent to a certain proportion of its money income 
or expenditure. If this relationship remains stable, a reduction in the 
quantity of money, brought about by sales of securities by the authorities 
or the banks, will make people uncomfortable about their monetary position 
and, so it may be argued, lead them to reduce their expenditure on goods 
and services until the desired relationship is restored. Similarly, it would 
also follow that a rise in total expenditure would soon be checked if the 
quantity of money were simply held constant. 

This view of money supply as a “ direct’ determinant of, or limit on, 
expenditure has, however, few adherents as a general and simple principle 
applicable in the short-run; yet it is presumably against this line of reasoning 
that the Radcliffe Committee sets its face when saying, in paragraph 389, 
that: 

A decision to spend depends not simply on whether the would-be spender 
has cash or “ money in the bank”, although that maximum liquidity is 
obviously the most favourable spring-board. There is the alternative of 
raising funds either by selling an asset or by borrowing; and the prospect 


of a cash flow from future sales of a product both encourages commitment 
beyond immediately available cash and makes borrowing easier. 


Here the Report simply appears to be making the point that the limit to 
expenditure plans relates to no less than the total financial position of 
would-be spenders, including the whole range of assets they possess, and 
their access to lenders. ‘Thus a shift in the composition of the community’s 
financial assets, as between those that are more and those that are less 
liquid, may influence spending plans even though the change occurs entirely 
within the range of assets that are not regarded as money, the quantity of 
which may remain constant throughout the change in the “ liquidity 
position ”’. 

This reasoning should not come as a surprise to those who regard the 
composition of the National Debt, in addition to the liabilities of the 
central bank itself (which form part of the money supply), as an influence 
on the behaviour of spenders and lenders. However, it is true that, 
among those who would accept the general proposition advanced by the 
Committee, some economists may prefer to give pride of place to changes 
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in the ratio of money to other financial assets in certain circumstances, 
especially so far as short-run effects are concerned. 

It may be wondered why the Report appears to go out of its way to state 
the obvious fact that the “ decision to spend ”’ is not limited simply by the 
possession of a money balance. ‘The answer may be that the Government’s 
policy in 1957 seemed to be based, if not on the assumption that it is so 
limited, at least on the view that the community in 1957 regarded the 
current ratio of money balances to money expenditure as being at an irre- 
ducible minimum. The problem of policy would be simple indeed if the 
relationship between expenditure and the money stock were as direct and 
as clear as this. 

It is conceivable that stability of the quantity of money, in a period of 
rising prices, may eventually act so as to limit expenditure by its direct 
effect on people who cannot or will not augment their own money balances 
by obtaining command of the surplus balances of others, by selling mar- 
ketable assets or by borrowing, because of considerations other than the 
rate of interest involved. This might apply to the personal sector of the 
economy, but it is hard to believe that it was relevant to the situation in 
1957, in view of the large volume of liquid assets possessed by the personal 
sector as a whole. 

Those who have regarded as unjustified this interpretation of official 
policy as it appeared in 1957, and they include the authoritative voice of 
Mr Thorneycroft himself,* have declared that the Government was not 
acting on so simple an assumption; they have stressed, for example, the 
possibility of checking wage increases in the public sector, by making it 
plain that additional money would not be forthcoming to finance them. 
Such deflections from the simple core of theory, however, only serve to 
support the Radcliffe Report’s emphasis on the complexity of the infla- 
tionary process, and the particular variant referred to amounts, in the last 
resort, simply to a decision of the Government that the public sector 
should not obtain command of a larger share of an unchanged total quantity 
of money by borrowing in the market. In this sense the policy would be 
echoing the Report’s statement (para 387) that if money cannot be obtained 
at all, “‘ that is the end of the matter’”’. There still remains, however, the 
question of the conditions on which would-be spenders can and will finance 
their expenditure by obtaining possession of a larger share of an unchanged 
total money stock, as the Report puts it, ‘on tolerable terms ’’, bringing 
into play, in other words, the operation of interest rates. 


Money and Interest Rates 


The Radcliffe approach recognizes the rdle of the rate of interest in 
relating the flow of expenditure to the stock of money, but diverges in 
certain important respects from the customary analysis of interest rate 


behaviour. 
Besides acting as a medium of exchange (and unit of account) money 





* See ‘‘ Not Unanimous ’’. 
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serves as a ‘“‘ store of value’, i.e. as a capital asset. The desire to hold 
money extends beyond the need to hold a working balance to meet day- 
to-day transactions or a balance to meet other short-term contingencies; 
these form only part, perhaps a relatively small part, of the desire to hold 
money. Money is also held ‘idle’ by those who prefer not to retain 
part of their wealth in the form of other assets, physical or financial, that 
are less liquid. Several considerations may influence the choice of assets 
by any member of the community, but we can single out for special attention 
the current rate of interest that can be earned on any class of financial 
asset and the fear or hope of any prospective capital loss or gain. 

The Radcliffe Report goes part of the way down this path of reasoning, 
stressing that, though the quantity of money remains stable, would-be 
spenders can finance additional expenditure if they can obtain possession 
of money balances that are being held ‘idle’ elsewhere in the economy. 
Would-be spenders can do this, barring structural obstacles in the market, 
if they can pay the rate of interest needed to induce those who have pre- 
viously preferred to hold money ‘idle’ to give up part of their money 
balance. As the level of money expenditure rises, and if the total quantity 
of money remains unchanged, the need for would-be spenders to tempt 
holders of ‘idle’ balances to exchange more and more of their money for 
less liquid assets will generally result in some increase in market rates of 
interest, depending on just how reluctant are the holders of ‘ idle’ money 
to part with it in the situation prevailing. The smaller the resultant 
increase in interest rates and the weaker the restraint that this imposes on 
expenditure, the less effective will the limitation of the quantity of money 
be as a check to the process of inflation. 

The Radcliffe Committee is generally in sympathy with this scheme of 
analysis; it is its application, based on the examination of the post-war 
period, that is the subject of controversy. For the Report argues. that, 
“if there is less money to go round ’’, interest rates will rise.... But 
they will not, unaided, rise by much” (para 392). The mere limitation or 
reduction of the money supply is therefore regarded as a very weak barrier 
to inflation indeed. 


Role of ‘‘ Near-Money ”’ Assets 


There are two points at issue here. First, what rise in interest rates is 
required to impose a significant check on expenditure in any given situation ? 
It is partly because the Committee believes, on the evidence submitted to 
it, that only a very sharp increase in interest rates will act as a significant 
restraint on investment expenditure in the short run that it is sceptical of 
a policy that relies on the limitation of the money supply in a period of 
inflation. The statement that rates will not rise by “much” must be 
interpreted in this light, and the Committee’s scepticism about the effect 
of interest rate changes plays an important part in its emphasis on the 
‘‘ liquidity position” in other respects. The second question, however, 
relates to the extent to which interest rates will rise if the quantity of money 
is held down as expenditure increases. 
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On this the Report’s analysis possesses considerable novelty, so far as 
the discussion of the problem in this country is concerned; although traces 
of a not dissimilar approach can be discerned among certain economists in 
the United States. The Radcliffe Report argues that interest rates “ will 
not, unaided, rise by much”’, if the quantity of money is restricted or 
reduced, because of the development of a range of assets possessing a high 
degree of liquidity and regarded by the public as close substitutes for 
money, not as a medium of exchange, as only “money” can be spent, 
but as a store of value. If, therefore, the demand for funds operates 
through the sale of these assets to the holders of ‘ idle’ money, the latter 
will be less reluctant to part with it than would otherwise have been the case. 

In this context the Report lays stress on the role of financial institutions 
acting as “‘ intermediaries ’’ between would-be spenders and ultimate lenders, 
for one important characteristic of these institutions is that they may be 
prepared to acquire relatively “ risky ’’ or long-term assets, e.g. in the form 
of industrial securities or house mortgages, the purchase of which they can 
finance by the sale of short-term or less “‘ risky ”’ assets to the public, or 
by the creation of short-term liabilities that are regarded by the public as 
liquid assets. 

The operation of the building societies and hire-purchase finance houses, 
with their short-term liabilities, provides examples of this, but how far life 
assurance funds and unit trusts should also be included, as the Report 
seems to suggest, is doubtful. Nevertheless, the point can surely be con- 
ceded that the existence of a wide range of such institutions and assets 
(including short-term Government securities) means that part of the demand 
for funds by would-be spenders—and just what part is a matter for con- 
tinued examination—may be transmitted through the financial spectrum in 
such a way that the ultimate holder of an ‘idle’ money balance is not 
required to lend direct to the spenders but is only asked to acquire an 
asset that he considers as a relatively close substitute for money, and 
certainly a closer substitute than any assets sold or issued by spenders 
themselves. Hence the rise in interest rates that would-be spenders have 
to bear if the money supply is held down or reduced in a period of rising 
national expenditure will be smaller than it would have been in the absence 
of such intermediaries. It also follows that generalizations about the long- 
term relationship between the quantity of money and the national income 
that do not take into account the substantial changes in the structure of the 
capital market and in the pattern of near-money assets that may also occur 
over a long period are likely to be suspect. 

In its emphasis on the rédle of near-money assets the Committee has 
made an important contribution to our understanding of the finance of 
inflation in a highly developed capital market such as Britain’s. If we 
take into consideration the possibility that long-term investors will be 
particularly ready to purchase securities without much of a fall in their 
price if they believe current yields to be above the level likely in the long 
run, the Committee’s scepticism about the effect of limiting the quantity of 
money has additional justification. Experience suggests that most large 





164 




















>rs 
ve 
ng 
ice 


me 
the 


Sur 


nas 
of 


we 


\eir 
ong 
7 of 
rge 





changes in long-term interest rates that have occurred over a short period 
of time have been the result, not so much of changes in the quantity of 
money, but of a revision of investors’ expectations about future rates; 
although it is certainly true that this may be associated with the behaviour 
of the money supply. 


Some Controversial Aspects 


Nevertheless, whether these conclusions of the Committee will neces- 
sarily hold good for all situations will be doubted by those who believe 
that-if the ratio of the money supply to national income is depressed far 
enough, in circumstances short of runaway inflation, interest rates will 
rise at a rate and to levels that will exert a significant and relatively speedy 
effect on aggregate expenditure. Secondly, the validity of the Committee’s 
own analysis will depend on the extent to which, in the situation prevailing, 
financial institutions are prepared to go on increasing their liabilities or 
altering the pattern of their assets so as to absorb increasing quantities of 
the type of asset sold by would-be spenders. Considerations relating to 
liquidity or reserve ratios, in the case of the building societies and the 
hire-purchase finance houses, or to asset patterns, as in the case of the 
life assurance funds, might make these institutions at some point increas- 
ingly reluctant to provide additional funds to would-be spenders at all, or 
only at more sharply rising interest rates. 

Thirdly, the willingness of the holders of idle money balances to con- 
tinue to accept increasing quantities of other liquid assets, if the ratio of 
money supply to expenditure falls far enough, without a significant increase 
in the rate of interest on these assets, is a matter for debate. It is also a 
matter of some analytical importance in more ways than one. For it is 
evident from the tone of certain passages in the Report that the concept 
of “‘money ”’ itself is regarded as unsatisfactory in an advanced financial 
system, presumably because of the existence of highly liquid assets that, 
although undoubtedly not the medium of exchange, are regarded by the 
public as very close substitutes for money as a store of value. It is partly 
because of this reasoning that the Committee prefers to regard the banks 
not as unique “creators of money’’, but rather as a highly important 
group of lenders, differing not in kind but only in degree from other insti- 
tutions that lend by creating assets only slightly inferior in liquidity, i.e. in 
the facility with which they can be exchanged for the medium of exchange 
without inconvenience and capital loss. 

This all-embracing classification rests on two assumptions, however. 
The first is that holders of non-money liquid assets as a whole do not 
attempt to turn them into money. ‘These assets are liquid for any individual 
holder only so long as a sufficient proportion of other holders do not wish 
to “‘encash”’ them (the building societies, for example, could not meet 
their liabilities if all their depositors and shareholders sought to turn them 
into money at the same time). This paradox, however, applies in one 
sense to money itself in the form of bank deposits, which cannot be turned 
into currency if all depositors try to do so together; in normal times, of 
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course, this is a contingency that is too remote to destroy the essential 
‘‘moneyness ” of bank deposits, and much the same is likely to be true of 
other liquid assets as well. ‘The second assumption behind the identi- 
fication of ‘‘ money” with other liquid assets, however, is of more imme- 
diate practical importance: it is that the effect of the continued creation of 
non-money liquid assets in any situation is substantially the same as the 
creation of the medium of exchange itself. This would not be the case, 
for example, if the community were not prepared to absorb an increasing 
quantity of liquid assets other than the medium of exchange unless the 
price of the former were reduced in terms of the latter, i.e. unless the rate 
of interest on these liquid assets had to rise significantly in order to induce 
the public to hold a larger stock of them beyond a certain point. In so far 
as the public’s appetite for non-money liquid assets is not insatiable, there 
is a significant difference, for the purpose of monetary policy, between 
‘““money”’ and other liquid assets and greater justification for regarding 
the banks as unique institutions, with the sole power of creating assets 
' whose price in terms of the medium of exchange, by definition, remains 
constant irrespective of their quantity. For the dislike of the Committee 
for the concept of “‘ money ” and for the description of banks as “ creators 
of money ”’, and its preference for analysis in terms of the flow of lending 
rather than the stock of “‘ money ”’, follow logically from its assessment of 
the réle played by liquid assets in bringing into circulation a larger part 
of an unchanged money stock. 
The “ Liquidity Position ’’ and Credit Rationing 

If all sections of the capital market were free and all rates of interest were 
settled by the short-term balance of market forces, changes in the “ liquidity 
position ” would be reflected in the level and pattern of interest rates; the 
more “liquid” lenders felt themselves to be, or the less “ liquid” they 
wished to be, the lower, ceteris paribus, would be the general level of long- 
term interest rates. If this were the universal method of operation of the 
financial system it is. doubtful whether there would be need to place any 
emphasis at all on the concept of the “ liquidity position ’’, in the sense in 
which it is used in the Report. What appears to give it a special connota- 
tion apart from the level of interest rates with which it may be associated, 
is the existence of some degree of “ stickiness ’’ in interest rates prevailing 
in important sections of the capital market, e.g. conventions or habits make 
for sluggishness in the movements of bank deposit and overdraft rates, 
building society rates and certain finance house lending rates. As a result, 
changes in the “ liquidity position’’ may be reflected in the volume of 
funds that lenders may be willing to provide at the ruling market rate of 
interest in the section of the market concerned as well as, or even instead 
of, changes in the ruling rate of interest itself. If the demand for funds 
exceeds their supply at the market rate of interest the effect, at least for a 
time, may simply be that loans are rationed among the most creditworthy 


borrowers. 
It is because of this, in conjunction with the Committee’s scepticism 
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about the influence .of interest rates on investment, that the Report is able 
to place considerable emphasis on the availability of funds rather than on the 
interest rate; these considerations explain why the Report attaches more 
importance to a reduction in bank advances than to a reduction in the 
banks’ holdings of investments. For a change in bank advances amounts 
to a change in the “ ease or difficulty ’’ of obtaining money, whereas sales 
of securities by the banks, at least in the first instance, result only in a rise 
in interest rates, the deterrent effects of which are regarded by the Com- 
mittee as unreliable in the short run. 

The operation of credit rationing in this sense thus plays a considerable 
part in the Committee’s analysis, especially as the main emphasis of the 
Report is on the need of policy to take effect quickly, for the degree of 
credit rationing may well be the relevant short-term influence over important 
areas of the financial system. However, more information is required about 
the impact of the restriction of bank advances on borrowers who have no 
ready recourse to the new issue market. We need to know much more 
about the operations of the so-called “‘ industrial banks ”’ and other finance 
houses that may lend to businesses unable to obtain sufficient long-term 
capital or bank credit. For the wider becomes the range of lending insti- 
tutions, and the greater their willingness to compete for funds in those 
sections of the market where rates of interest are flexible, the less significant 
is credit rationing likely to be in the market as a whole, except perhaps in 
the very short run indeed. 

Although the “liquidity position” is inevitably a complex concept, 
referring to the assessment by both spenders and lenders of their financial 
situation and depending on the constellation of assets beyond money 
alone, it would be wrong to infer that the Report dismisses the réle of 
money as unimportant as a component of the “ liquidity position ”’ itself. 
Indeed, it is clear that the Committee believes that a rise in the ratio of 
money to other financial assets may be highly undesirable in some situations. 
For example, the Report refers to the danger of creating an excessive 
quantity of money if the authorities attempted to “ peg” interest rates. 
For similar reasons it does not recommend a policy of dealing with a tem- 
porary recession by a vigorous reduction in long-term rates if this required 
the authorities to ““ pour out cash in exchange for bonds ”’ on to a resistant 
gilt-edged market, as this might create excessive liquidity when the economic 
climate improved and the demand for funds by spenders recovered once 
more. ‘The Committee apparently fears that, not only would interest rates 
recover too slowly to check the emergence of excessive demand in the boom, 
but that at each level of interest rates the volume of funds that would be 
supplied to spenders would be greater than would have been the case if 
the money supply had not previously been considerably expanded in this 
fashion. It is a pity, however, that the readiness of the Committee to 
consider the possible inflationary consequences of a rise in the quantity of 
money in relation to other assets was not matched by a similar analysis of 
the circumstances in which a reduction might have effects in the opposite 
direction. 
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New Horizons tor 


Lite Offices 


By A SPECIAL CORRESPONDENT 





HE available figures of new ordinary life business in 1959 all 
point clearly to a continuance of the strong upward surge that. 
has been a feature of recent years. The actual net. new sums 
assured in 1959 by the forty-eight offices listed in the table over- 
leaf amounted to £1,681 millions, an increase of £200 millions (13.5 per 
cent) on the 1958 total. In 1958 the corresponding increase was about 
£210 millions (17.4 per cent). There has thus been some slowing down in. 
the pace of expansion, but the growth of business remains remarkable, |. 

Sums assured are not an ideal index of new activity in life assurance, 
especially in these days when a substantial part of the business consists: of 
pension and life assurance schemes sponsored by employers on .behalf of 
their employees, in which the main benefit is, of course, the retirement. 
pension. Premium income is a much better index, but the figures for. 
1959 will not be available for some months. 

Some revealing statistics covering the five-year period from 1954 to 1958 
published by the Life Offices’ Association and the Associated Scottish Life 
Offices, bring out clearly the large and expanding rdéle now played by. 
pension and life schemes. In 1958 the total new premium income of the. 
members of the two associations amounted to £102 millions, an increase of 
£42 millions or 70 per cent on the 1954 total. Of this £102 millions, the. 
amount relating to ordinary life assurance and annuity business was {£53.7: 
millions; this had increased by {15.3 millions (39.7 per cent) since '1954.. 
Pensions and life assurance schemes accounted for £41.6 millions of the. 
total new premiums: here the increase was larger in amount (£20 millions) 
and very much larger in percentage—92.6. The remaining balance of. 
about £6.5 millions represented “self-employed ”’ pension business, that 
is policies effected under the provisions of the Finance Act, 1956, by self-. 
employed persons and by persons in, non-pensionable employment; there is,: 
of course, no comparable figure for 1954. : 

These figures show that retirement benefit schemes, occupational and for. 
the self-employed, not only now produce nearly as much. new premium 
income as traditional life assurance and annuity business but are growing 
at a much faster pace. In 1958 they represented 47.4 per cent of the .total, 
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new premiums, compared with 36.0 per cent in 1954. On the total 
premiums for business in force the effect is naturally a little slower; even 
so, occupational schemes accounted in 1958 for 43.2 per cent of aggregate 
premium income. It thus requires little imagination to comprehend the 
lively interest in life assurance circles about the probable effects of the 
National Insurance Act, 1959, which is due to come into force on April 6, 
1961. Broadly speaking, the Act sets out to provide graduated pensions 
for employees earning between £9 and £15 a week, but an employer may 
contract out, either for the whole of his staff or for certain specified categories, 
if before the Act comes into force he can obtain a certificate stating that 
the employees are already covered under a private scheme affording benefits 
not less than those offered by the state. Very generally, it is felt to be 
financially advantageous to contract out for the higher paid groups of 
workers, but not for the lower paid. Life offices already operate schemes 
covering about 34 million employees and any large-scale contracting out 
could obviously lead to an enormous influx of new business. Many em- 
ployers would prefer a private scheme to the state plan, even at slightly 
higher cost, because they feel it would be more flexible and might be more 
conducive to good staff relations. Ability to compete with the state 
scheme, however, must depend largely on cost: advantage will clearly lie 
with the offices that can handle a big volume of business economically—a 
fact that has no doubt helped to stimulate the installation of electric com- 
puters by some of the larger offices. 


Tailoring Cover to Individual Needs 


In ordinary life and annuity business the tendency is more and more to. 
design plans that will meet the particular circumstances of individual 
policyholders. A notable feature of recent years has been the growing 
popularity of term insurances, which give life cover only over a specified 
period and therefore cost little in relation to the protection afforded. An 
obvious example is the mortgage protection policy, which provides cover 
for the balance of debt in the event of the death of the breadwinner. 
Family income policies afford another example; these policies can be varied 
to suit particular needs, but the basic idea is to provide benefits to a widow 
during the normal period of maintenance and education of the family. 
A recent innovation of a different character is the option policy under 
which the life assured, having undergone a medical examination, has the 
right to increase the sum assured at certain specified future dates without 
further proof of good health. For the policyholder this removes a possible 
cause of anxiety; the life office runs the risk of having to accept increased 
exposure on an impaired life, but against this it seems reasonable to suppose 
that many unimpaired lives will also exercise the option. In any case 
offices are now disposed to accept lives with histories of particular diseases 
that a few years ago would have been a complete bar to acceptance. 

Another recent development is the increasing use that is being made of 
facilities for payment of premiums monthly by bankers’ order; an American 
development of this by which it is possible to aggregate the premiums for 
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NEW ORDINARY LIFE ASSURANCE: NET SUMS ASSURED 























(£000s) 
1958 1959 Increase 

Composite 
Alliance 15,367 18,632 3,265 
Atlas 10,304 16,300 5,996 
Beacon 11,919 13,350 1,431 
Caledonian .. 6,889 8,200 1,311 
Clerical, Medical & General , 11,000 13,000 2,000 
Commercial Union/North British 47,301 57,100 9,799 
Eagle Star .. by ee ; 63,725 70,000 6,275 
General Life 15,514 17,350 1,836 
Guardian .. 26,567 32,000 5,433 
Law Union & Rock 7,200 8,801 1,601 
London Assurance. . 12,482 11,404 — 1,078* 
Northern 38,146 44,613 6,467 
Phoenix a 12,063 13,289 1,226 
Royal/Globe Group 46,099 56,529 10,430 
Royal Exchange 11,250 15,500 4,250 
Scottish Union 8,387 8,900 513 
Yorkshire 33,680 45,000 11,320 

377,893 449,968 72,075 
Proprietary 
Equity & Law 21,136 27,600 6,464 
Gresham 11,813 12,970 1,157 
Legal & General 183,890 220,438 36,548 
Provident Life Association of London 12,784 15,250 2,466 
Scottish Life 11,267 12,850 1,583 
Sun Life 70,179 72,412 2,233 

311,069 361,520 50,451 
Industrial-Ordinary 
Britannic .. ca - és hea 10,155 11,373 1,218 
Co-operative 33,989 41,390 7,401 
Liverpool Victoria . 6,767 6,142 — 625* 
London & Manchester 6,180 7,780 1,600 
Pearl ‘a 42,145 44,892 2,747 
Prudential .. 259,000 280,000 21,000 
Refuge 15,850 19,500 3,650 
Royal London : 14,274 18,774 4,500 
Wesleyan & General 4,901 6,025 1,124 

393,261 435,876 42,615 
Mutual 
Equitable 8,175 6,850 — 1,325* 
Friends’ Provident & Century 47,700 45,978 — 1,722* 
London Life 6,130 6,892 762 
Marine & General . . 3,988 4,500 512 
National Farmers .. 8,078 9,789 1,711 
National Mutual 3,779 3,975 196 
National Provident 8,865 11,870 3,005 
Norwich Union 104,000 120,000 16,000 
Provident Mutual .. 13,588 14,000 412 
Scottish Amicable .. 28,600 24,100 — 4,500* 
Scottish Equitable . . 8,381 10,250 1,869 
Scottish Mutual 9,349 11,488 2,139 
Scottish Provident . . 15,599 15,846 247 
Scottish Widows 35,468 43,500 8,032 
Standard ; 83,057 88,347 5,290 
United Kingdom Provident 12,860 16,073 3,213 

397,617 433,458 35,841 


es 








* Decrease. 
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all domestic insurances (life, motor, householders’ comprehensive, etc.) and 
to pay the entire sum in monthly instalments has not yet caught on here. 
It is argued that the introduction of a similar scheme in this country would 
involve considerable administrative difficulties and expenses and, as premium 
charges for motor and household assurances are relatively modest in com- 
parison with the United States, the incentive to participate may be smaller. 
None the less, it will be interesting to see whether any office is willing to 
experiment. Some may be encouraged to do so by the fact that weekly 
and monthly collection of premiums at the door, though still growing in 
total, is growing at a much slower rate than ordinary life assurance— 
which suggests that the sections of the community catered for by “ home 
service ’’ insurance are ‘beginning to adopt middle-class ways of paying 
their premiums. 


Changing Sources of Profit 


Life assurance is largely conducted on a mutual basis. As our table 
shows, about a quarter of the business is transacted by offices that are in 
fact fully mutual in the sense of having no shareholders. The profits on 
the non-participating policies issued by such offices go to the participating 
policyholders, who also, of course, carry the risk. In proprietary offices 
(including in this term for this purpose also the composite and industrial- 
ordinary companies) there is also a strong mutual element, since the office 
usually retains for its shareholders only a small percentage of the profit 
emerging from the periodical valuations, and may even keep no part of it. 
The treatment of non-participating business written by proprietary offices 
varies: in some offices this business is conducted solely at the risk of the 
shareholders, in others it is grouped with the participating business for 
valuation purposes and the profits of the whole are divided among par- 
ticipating policyholders and shareholders in fixed proportions, the share of 
the latter invariably being quite modest. Policyholders therefore, whatever 
the form of their company, have good reason to take a keen interest in the 
profits that their offices are able to earn and in the factors that govern 
those profits. 

Traditionally, there are three such factors: the mortality experience; the 
rate of interest that can be earned on invested funds; and the expenses of 
conducting the business. In calculating their premiums the offices make 
certain assumptions about each of these factors; they also add a “ bonus 
loading ”’ designed specifically to provide a margin for bonuses on partici- 
pating policies. Leaving aside this “ bonus loading ’”’, the profits shown 
at any valuation substantially reflect the differences between the assuinptions 
made about each of the three factors in fixing premiums and the actual 
experience during the period covered by the valuation. Profits are affected 
also by any changes made by the office in its assumptions about the cost 
of running-off its liabilities, compared with the assumptions made at the 
previous valuation. ‘The assumptions made about mortality are inevitably 
based on past experience, embodied in the life tables used by the offices. 
The trend towards longevity has meant that at valuations most offices 
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have shown good profits on the mortality element in their life assurance 
contracts—barring, of course, exceptional claims due to war or natural 
catastrophes—and less satisfactory profits on annuity and pensions con- 
tracts. An interesting side-commentary on mortality experience is, inci- 
dentally, afforded by the announcements of reduced rates for women recently 
made by several offices. Assumptions about the rate of interest have 
generally proved unduly conservative: there can be no doubt that actual 
interest earnings have been considerably higher than the rather cautious 
estimates of the immediate post-war years. Expenses, by contrast, have 
tended to increase, perhaps rather more steeply than had been anticipated. 


Capital Gains—the New Ingredient 


A fourth factor, however, is now playing an increasingly important part 
in the determination of profits—capital gains. Until recent years the sole 
purpose of investment policy was to secure the maximum rate of return 
consistent with absolute safety, which could be achieved by careful matching 
of assets with liabilities. Government stocks and industrial debentures 
with fixed maturity dates and rather a long life seemed best fitted to meet 
this end. To invest with the intention of reaping an eventual profit on 
sale would probably have been considered not quite respectable. The 
rise in prices during and since the war, and the consequent fall in the real 
value of fixed interest-bearing securities, has changed this attitude. True, 
since liabilities are expressed in fixed money amounts the office incurs no 
risk if assets are similarly expressed. But, as the Radcliffe Committee 
brought out in its Report, many people are attracted to certain types of 
policy, e.g. endowment assurances, partly by the prospect of good bonuses; 
there would seem to be no sound objection to the bonus loading, at least, 
being invested in equities. Figures given in the Report show that between 
1937 and 1956 the proportion of life funds held in the form of equities 
increased from 9.8 per cent to 16 per cent; later information indicates that 
by 1958 the proportion had risen to 19 per cent. These ratios are based 
on book, not market, values and doubtless greatly understate the extent of 
the change. Quite apart from increased dividends, the paper profits on 
equity holdings must be very substantial; if and when these are realized 
they will add substantially to profits. One office with an exceptionally 
high equity element in its portfolio has twice declared ‘‘ additional bonuses ’? 
—which seems a reasonable way of conveying that the increased profits 
stem from capital gains and their continuance cannot be guaranteed. 

The contribution made by life assurance to national savings can best be 
gauged from the yearly increase in policyholders’ funds. Funds for ordinary 
life assurances amounted to £3,382 millions at the end of 1958; they repre- 
sent, on the one hand, the accumulated savings of policyholders and, on the 
other hand, the future liabilities of the offices to their policyholders. During 
1958 the funds of ordinary life offices increased by £302 millions. The 
comparable figure for 1957 was £272 millions and for 1954 £205 millions. 
If industrial life assurance is included the 1958 total is £367 millions—a 
figure substantially in excess of any. other medium for personal saving. 
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Irish Banking and the 
Growing Economy 


By. GERARD QUINN 


AST year there were encouraging signs that Ireland’s economy 
was raising itself from the plateau on which it has rested for so 
long. Indices of income and production alike point to a marked 
quickening in the tempo of economic activity. Admittedly, the 

balance of payments still gives some cause for concern: the import excess 
last year was some £15 millions higher than in 1958, when the balance of 
payments showed a small deficit of £1 million. This deterioration, how- 
ever, was attributable to adverse factors that are not likely to recur this 
year: the bad harvest of 1958 necessitated heavy imports of wheat, maize 
and other feeding stuffs last year, which increased the import bill con- 
siderably, while exports of store cattle to Britain—the country’s basic 
export—were affected both by the bad pasture conditions of the summer 
and early autumn and by a fall in cattle prices. Cattle sales began to 
recover from September onwards and carried Ireland’s total exports to a 
record of £36 millions in the final quarter of the year. The upswing in 
exports of industrial products, which was one of the most encouraging 
features of 1959, and the recovery in cattle exports in the closing months 
of the year give good grounds for optimism about the trade balance in the 
present year—particularly as imports seem unlikely to show any significant 
increase. Allowing for a further improvement in invisible earnings, the 
overall deficit on current account last year was probably about £15 millions, 
significantly less than was forecast earlier in the year. 

Despite a deficit of this size, the net external assets of the commercial 
banks fell by only {1.4 millions, and the net external assets of the Central 
Bank by £0.6 millions, while those of the departmental funds increased 
by £6.3 millions. These movements clearly indicate that the substantial 
inflow of capital which characterized 1958 was well maintained last year. 
Since the beginning of 1959 some forty-five new firms in which foreign 
interests have participated began operations in the Republic, or announced 
their intention of doing so. 

The resurgence of the economy was reflected in the demand for bank 
credit. The eight banks disclosed a total increase of £29.8 millions in 
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their advances and bills, compared with an increase of £11.5 millions in 
1958. Within the Republic itself, as the figures in Table I show, total 
commercial bank assets increased by {15.1 millions between the final 
quarters of 1958 and 1959. Of this sum, {10.2 millions represented 
increased domestic credit provided in the form of bills, loans, advances 
and investments. Government borrowing was sharply reduced, by £8.8 
millions, while credit to the private sector was increased by £19.3 millions. 
Fully a third of the increase in private credit was attributable to borrowing 
by farmers, reflecting partly the adverse conditions of 1958 and 1959 and 
partly the effects of the new credit schemes for agriculture. 

The rise in advances last year imposed no strain on the liquidity of the 
banks. A major reason for this was the fall in the value of legal tender 
notes outstanding from £78.4 millions at end-1958 to £76.8 millions at 
end-1959, a fall that seems attributable mainly to a decline in the number 
of cash transactions at livestock sales. ‘The fall in the currency circulation 


TABLE I 
DOMESTIC ASSETS OF IRISH BANKS* 
(£000s) 
(Average figures for December quarter) 
Dec Qtr Dec Qtr Change - ol Change 














1957 1958 on year on year 

Bills: 

(a) Government - ~ 16,804 9,868 — 6,936 1,558 — 8,310 

(6) Other “% a sa 3,856 4,378 + 522 6,140 + 1,762 
Loans and advances .. al 148,624 152,084 + 3,460 169,610 +-17,526 
Investments: 

(a) Government he ry 21,752 21,729 —- 23 21,119 —- 610 

(6) Other 12,884 13,158 + 274 12,904 —- 254 
Total of domestic bills, loans, 

advances and investments . . 203,920 201,217 —2,703 211,411 + 10,194 
Total of all domestic assets 236,967 234,805 — 2,162 249,947 +15,142 


* Between the December quarter of 1946 and the December quarter of 1959 the ratio of 
Irish banks’ domestic to total assets rose from 24 per cent to 48 per cent—so that in the 
post-war period the proportion of bank assets held within the state has just doubled. The 
proportion was as high as 50 per cent in the December quarter of 1957—the small decline 
since then has been due almost entirely to reduced Government borrowing. 


increased commercial banking liquidity by releasing external assets to the 
banks from the legal tender note fund of the Central Bank. ‘The fall made 
it unnecessary to consider any modification of the external backing of 
Ireland’s currency along the lines envisaged in the white paper on Economic 
Expansion of November, 1958. It had there been suggested that if a 
shortage of development capital should emerge the requirement that 
increases in the issues of legal tender notes must be matched by an increase 
in the external reserves of the Central Bank might be relaxed. The list of 
assets in which the legal tender note fund might be invested was widened 
in May last to include Government security for advances by the Central 
Bank to the Minister for Finance in respect of certain payments under the 
Bretton Woods Agreements Act. 

Money rates remained stable throughout 1959: after the 1 per cent rise in 
Britain’s Bank rate in January last, however, the discount rate of the Irish 
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Central Bank was raised by } per cent to 43 per cent on January 29. The 
ordinary deposit and lending rates of the commercial banks were raised 
correspondingly: the new deposit rates are 14 per cent on sums under 
£25,000 and 23 per cent on larger sums; the ordinary rate on advances was 
raised to 64 per cent. In recent years Irish money rates, though moving 
in the same direction, have tended to fluctuate less widely than British 
rates. The rise of 2 per cent in Britain’s Bank rate in September, 1957, 
was followed by a rise of 1 per cent in Ireland’s rate and the downward 
adjustments in 1958 reduced the rate by 1? per cent compared with 3 per 
cent in Britain. 

An encouraging development in Government financing in recent months 
has been the popularity of the Exchequer bill: issues of these bills have 
been made monthly since last May and most issues have been over-subscribed. 
Total public investment in these bills amounted to £8.5 millions in Decem- 


TABLE II 


CHANGES IN DEPOSITS AND ASSETS OF IRISH BANKS 
(£000s) 
CASH, LONDON 


DEPOSITS 


Dec 31, Change 
1959 in year 


BALANCES AND 
CALL MONEY 
Dec 31, Change 
1959 in year 


INVESTMENTS 


Dec 31, Change 


1959 in year 


ADVANCES AND 
BILLS 
Dec 31, Change 
1959 in year 





Bank of 

Ireland 89,972* — 1,337 | 17,458 -—1,931 30,210 -— 7,003 47,112 + 7,564 
Hibernian 27,913 + 1,217 3,571 -— 291 9.551 + 227 15,827 + 1,294 
Munster & 
867 52,820 + 4,924 





Leinster 83,751 + 4,266) 15,098 -— 696 18,017 + 

National .. 100,258 + 6,600 | 31,228 +4,225 25,807 — 4,592 45,770 + 6,774 
Northern.. 52,347 + 3,633 8,895 -— 223 21,346 + 423 25,012 + 2,714 
Provincial 44,979 + 1,931 6,748 + 645 16,340 -— 472 24,374 + 1,832 
Royal .. 23,491 + 1,714 4,187 + 180 7,916 + 914 11,755 + 626 
Ulster .. 57,045 + £977 7,061 —2,340 19,994 — 2,557 30,717 + 4,081 
Total for 8 

Banks .. 479,756 +19,001 | 94,246 - 431) 149,181 -12,193 | 253,387 +29,809 














* Includes Government and other public accounts. 


ber, 1959, an increase of £3 millions on total for December, 1958. Prize 
Bonds have continued to attract good support: new subscriptions in 1959 
totalled £5.3 millions, raising the total sum invested at the end of the year 
to £14.2 millions. On the other hand, two Government issues of stock 
—{3 millions of 5 per cent Transport Stock, 1970-75 (at 96), in May and 
£12 millions of 5} per cent Government Stock, 1979-84 (at 99), in 
November—were undersubscribed by about 10 per cent in aggregate. 
The banks, as is customary, served as underwriters for both issues. 

The Cheques Act, 1959, came into operation at the end of October: it 
follows closely Britain’s Cheques Act and brings the treatment of unen- 
dorsed cheques in the Republic into line with that in the United Kingdom. 

As in Britain, 1959 proved a very favourable year for the banks: all the 
commercial banks reported substantially higher profits and there was a 
general increase in dividends—in most cases of 2 per cent, following a similar 
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WHERE there is money to invest, Unicorn Trust 
offers much. The private investor can, with a 
minimum purchase of only 50 Unicorn shares, 
invest in about 140 companies in Britain and 
the Commonwealth, in the new Common 
Market areas, and all over the world. 


This wide spread of investments means 
safety. The usual complications involved in 
multiple investment are avoided—the investor 
receives from Unicorn a single certificate and 
two income distributions each year. Share 
holders will appreciate the convenience and 
economy of investing in Unicorn. 

Investment advisers will find Unicorn’s re- 
cord impressive. Since the start of the Trust 
in 1957, shares have increased in value by over 
105% with a gross annual yield of over 54%. 


Unicorn is a highly successful Unit Trust (authorised by 
the Board of Trade) with over 33,000 shareholders. 


Trust assets exceed £7,350,000. 

Price per share on 22nd February 19s. 9d. XD. 
Estimated gross annual yield (before deduction of tax): 
£3 Os. Od. per £100 invested calculated in accordance 
with Board of Trade requirements. 


Managers: 

UNICORN SECURITIES LIMITED 
Trustee: 

LLOYDS BANK LIMITED 


UNICORN TRUST 


Member of the Association of Unit Trust Managers 
Full particulars are available from: DILLON WALKER & CO. LTD., DEPT. EE5 


(share distributors of Unicorn Trust), WATLING HOUSE, 12-16 WATLING ST., LONDON, EC4 
or from all branches of Lloyds Bank Limited 
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increase in 1958. Undoubtedly, the chief source of the increase in profits 
was the substantial expansion of advances. For some banks, however, 
hire purchase may have made a significant contribution to the increase. 
Bank interest in hire purchase has so far taken the form of share acquisitions 
and board-room representation in separate HP companies, rather than in 
the direct extension of HP credit by the banks themselves. In 1958, it 
will be recalled, the National Bank acquired a 45 per cent interest in 
Bowmaker (Ireland) Ltd and the Royal a 40 per cent interest in Irish 
Buyway Ltd. Last year the Munster and Leinster Bank took a controlling 
interest in the newly-established Hire Purchase Company of Ireland. Figures 
published in the Central Bank report for 1959 revealed that in 1958 the 


TABLE III 
IRISH BANKS—PROFITS AND DIVIDENDS 
NET PROFITS DIVIDENDS 
(£000s) (per cent) 
1957 1958 1959 1956 1957 1958 1959 
Bank of Ireland .. - a 478 542 620 15 16 18 20 
Dublin 
Hibernian Bank .. “a oa 84 85 96 14 14 14 16 
Dublin 
Munster & Leinster Bank at 196 210 283 13 14 16 Interim 6* 
Cork Final 7* 
National Bank .. he be 228 269 306 12 12 14 16 
London 
Northern Bank .. F oe 151 157 175 114 124 £14 16t 
Belfast. . 
Provincial Bank . . 4 a 78 80 92 12 12 14 16 
Dublin 
Royal Bank 2% ot a 51 56 65 10 12 14 16 
Dublin 
Ulster Bank Sof ne aa 183 196 214 18 18 18 20 
Belfast 


* Free of income tax. The paid-up capital of the Munster & Leinster Bank was increased 
from £750,000 to £1,550,000 in the course of the year. The final dividend of 7 per 
cent was paid on the increased capital. 


+ On ‘‘ A” share capital (£550,000). Dividend paid on “ B” shares (£150,000) was 


8 per cent. 


banks financed {2.6 millions of the total outstanding HP debt of £15 
millions. ‘The increasing interest of the banks in this field, however, is 
reflected in the fact that they financed {0.7 million of the {1.8 millions 
increase in HP debt in the first half of last year. 

This year the banks seem likely again to be operating against an expan- 
sionist background. First estimates suggest that the objective of an annual 
increase of 2 per cent in real national income set forth in the 1958 white 
paper was attained last year—perhaps with something to spare. Though 
modest by international standards, this represents a significant advance on 
the record of preceding years. The increase in manufacturing output was 
particularly encouraging. ‘Two major problems, however, cast a shadow 
across Ireland’s development: the shortage of domestic savings and the dis- 
crimination against Ireland’s exports that is threatened by the establishment 
of the common market and the Outer Seven free trade area. The pace of 
Ireland’s expansion in the years ahead will depend to a considerable extent 
upon the solution of these problems. 
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AMERICAN REVIEW 








ARLY last month, Wall Street 
and the business community were 
assured by Mr Frederick H. 
Mueller, Secretary of Commerce, that 
1960 “‘ will be the best year in history ”’. 
Although Mr Mueller was merely re- 
peating the tenor of the President’s 
Economic Report to Congress he made 
little impression on the stock market, 
whose pronounced weakness was in 
rather striking contrast to the normal 
seasonal pattern and to generally buoy- 
ant business news. From the high point 
of 685 touched early in January, the 
Dow Jones average of industrial stocks 
fell almost consistently through that 
month and by mid-February was within 
sight of the 600 mark, having passed, 
on the way down, several key “ resist- 
ance points’’ that are regarded with 
some respect by the many chart-reading 
enthusiasts in the market there. 
Weakness in that market was accom- 
panied during late January and early 
February by a continuing rally in bonds, 
which was assisted by quite a substantial 
inflow of company, individual, and 
other non-banking funds—and which, 
while spreading into the longer-term 
maturities, exerted marked downward 
pressure on the shortest rates. The 
three months’ Treasury bill rate, which 
reached a peak level of 4.67 per cent at 
the turn of the year, relapsed abruptly 
to below 3.6 per cent and then re- 
bounded to 4.17 per cent in mid- 
February. The inflow of largely sea- 
sonal funds seems to have been spurred 
by stock market weakness and by the 
decided improvement in the budgetary 
outlook as outlined in January’s Mes- 
sage to Congress. This trend removed 
the lingering fear of an immediate rise 
in the rediscount rate—still regarded as 


imminent in some quarters when our 
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own Bank rate was raised from 4 to 5 
per cent on January 21. 

Against this background the $11,600 
millions Treasury refunding programme 
went through smoothly enough. The 
operation involved no more than modest 
cash repayments and was accomplished 
at the relatively favourable terms of a 
4% per cent coupon for both one-year 
certificates and 43-year notes—the latter 
priced at 99? and offering 4.93 per cent 
to maturity. Although the Treasury is 
now freed from immediate anxieties 
and the budgetary position over the 
rest of the calendar year looks reassur- 
ingly strong, responsible quarters do 
not believe that the recent abrupt down- 
trend in short rates marks—as some 
observers have asserted—the full turn 
in the interest rate cycle. In fact, the 
projected budgetary pattern for 1960-61 
is still viewed with some suspicion, 
more especially as the Democrats in 
Congress are now pressing for higher 
defence expenditures. Of more imme- 
diate importance is the fact that seasonal 
pressures normally bring a quick re- 
versal of January’s cash inflow to com- 
pany treasuries, while the mid-March 
tax payments normally exert consider- 
able pressure. 


‘“‘Fed ’’ Less Aggressive ? 

It has also to be remembered that 
any decisive turn in interest rates can 
follow only from a general downturn in 
business activity. The 1960-61 budget 
schedules were drawn up on the assump- 
tion that industrial output would show 
a marked rise during this year and 
would be sustained at high levels for 
the remainder of the fiscal year to June, 
1961. This prospect suggests that 
interest rate movements may be inde- 
cisive for a time, but that further 
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ruled out. The Administration is still 
pressing for—and the Oppesition re- 
mains firmly opposed to—removal 
of the 4} per cent “ ceiling ’’ on longer- 
term bond issues. 

What does seem to have happened 
since the turn of the year is that the 
Federal Reserve Board is no longer 
poised quite so aggressively to resist 
inflationary pressure and that it has 
been prepared—unofficially—to con- 
cede that the balance of demand may, 
at some later stage this year, justify 
some relaxation of its recent tight grip 
on the money supply. So far as can be 


periods of pressure are by no means 





judged, Wall Street’s apparent assump- 
tion that a business downturn may be 
quite near is highly premature, to say 
the least, despite some disappointment 
over car and domestic appliances sales. 

Industrial output, following the ex- 
ceptionally steep rise of nearly 6 per 
cent in December to 165 (on the revised 
1947-49 base), soared again—well be- 
yond expectations—to 169 in January, 
with steel and car production at peak 
rates, with employment at 64 millions, 
1 million up on the correponding 1959 
level, and with the seasonally-adjusted 
rate for unemployment held at 5.2 
per cent. 


American Economic Indicators 











1958 1959 1960 
1956 1957 .1958 —— 
Dec Nov Dec = Jan 
Production and Business: 

*Gross national product (billion $) 419 443 442 — 484 — — 

*Industrial production (1957 = 100) 99 100 99 100 102 109 — 

*Gross private investment (billion $). . 67.4 666 549 — 69.7 — — 

*New plant and equipment (billion §). . 35.1 37.0 305 — 340 — — 

*Construction (billion $) 45.8 47.8 48.9 53.7 50.7 51.9 54.9 
Housing starts (000 units) 93.2 86.8 100.8 91.0 92.5 83.7 75.9 

*Business sales (billion $) 54.8 56.3 540 57.4 59.1 61.1 — 

*Business stocks (billion $) ng 89.1 90.7 85.1 85.1 884 89.2 — 
Merchandise exports (million $3) .. 1,591. 1,738 1,448 1,514 1,479 1,674 — 
Merchandise imports (million $) .. 1,051 1,082 1,069 1,253 1,283 1,478 — 

Employment and Wages: 

*Non-farm employment (million) 51.9 $2.2 305 308 52.2 526 523 
Unemployment (000s). . a 2,822 2,936 4,681 4,108 3,670 3,577 4,149 
Unemployment as % labour force 4.2 4.3 Ss 686 - Sa ae @1 
Hourly earnings (mfg) ($) 1.98 yo ge © Be Ree ge Se "9 
Weekly earnings (mfg) ($) 79.99 82.39 83.71 88.26 88.98 91.94 92.52 

Prices: : 
Moody commodity (1931=100)4 Fgh = Ne AZ 207 4 389 379 «375380 
Farm products (1947-49 = 100) 88.4 90.9 94.9 90.7 85.4 85.9 86.5 
Industrial (1947-49 = 100) 112.2 125.6 126.0 127.2 128.5 128.6 128.8 
Consumers’ index (1947-49 = 100) 116.2 120.2 123.5 123.7 125.6 125.5 — 
Credit and Finance: 
Commercial bank loans (billion $) 90.3 93.9 98.0 98.0 109.5 112.0 109.5 
Commercial bank investments (billion $) 74.8 76.2 86.6 86.6 78.7 79.0 77.9 
Money supply (billion $) . 226.4 232.3 247.5 247.5 247.5 251.6 247.1 

Consumer credit (billion $) 42.0 448 45.1 45.1 504 520 — 
Treasury bill rate (°%).. 2.66 3.27 1.84 2.81 4.21 4.57 4.44 
US Govt Bonds rate (% 3.08 3.47 3.43 3.80 4.12 4.27 4.37 


Federal cash budget (+ or “i (mill $) - 
US Treasury gold stock (million $) . 


Nores.—Starred items are seasonally 
adjusted. Latest figures are preliminary 
or estimated. Yearly figures are given for 
gross national product, private investment 
and new plant for 1956-58 and then quar- 
terly figures at annual rates. Construction 
figures show monthly averages 1956-58. 
Business stocks, money supply, bank loans, 
consumer credit and gold stock show 





~ 5,524 + 1,194 —-7,286 —7,138 -4,519 
21, 949 22, 781 20,534 20,534 19, 565 19 456 19, 454 


amounts outstanding at the end of the 
period. Moody’s commodity index shows 
high and low 1956-58, and end-month 
levels. 


plus currency outside the banks. 
figures are cash totals. 
are throughout shown 


month of the quarter. 


Money supply is total deposits 
Budget 


Quarterly figures 


in the middle 


Treasury bill and 


bond rates are average for month or year. 
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These are the territories served by THE CHARTERED BANK and its wholly- 
owned subsidiary, The Eastern Bank Limited, through a system of one hundred 
branches extending to most centres of commercial importance in the Middle 
East, South and South-East Asia and the Far East. Those branches provide 
complete and up-to-date banking services, sustained by expert knowledge and 
long experience of Eastern trade, finance and industry. An effective credit 
information service and skilled assistance and advice are available to United 
Kingdom merchants and manufacturers seeking new business connexions in 
Asian markets. 
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INTERNATIONAL 
REVIEW 








AFRICA 


Common Market ? — The second 
annual conference of the United Nations 
Economic Commission for Africa was 


. held in Tangier in the first half of last 


month. Most interest was aroused by 
proposals for the formation of a com- 
mon market for African countries and 
for the provision of international tech- 
nical assistance in developing the con- 
tinent’s resources. 


ARAB LEAGUE 


Jordan Waters Dispute—A meeting of 
the foreign ministers of League coun- 
tries was held in the first half of February 
to discuss ways of dealing with the 
Israeli plan to divert part of the River 
Jordan’s waters to the south of Israel 
for irrigation purposes. 


AUSTRIA 


London Visit—The Foreign Minister, 
Dr Kreisky, visited London for talks 
with British Government officials last 
month. European trade problems are 
said to have figured prominently in the 
discussions. 


CANADA 


Wider Trade Gap—lImports exceeded 
exports by $476 millions in 1959. This 
was an increase of $211 millions on the 
deficit in the previous year—though 
nearly $400 millions short of the record 
figure for 1956. 


Money Rates Recede—The upward 
movement in interest rates which was a 
striking feature of the financial scene in 
1959 has been reversed since the begin- 
ning of this year. The resulting change 
of sentiment helped the Government’s 
$300 million bond issue operation at 
the beginning of February, the whole 
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amount of bonds on offer was fully sub- 
scribed before the application lists closed. 


CENTRAL AFRICAN 
FEDERATION 


New Development Agency—A new 
corporation to promote the growth of 
industry in the Federation started opera- 
tions last month. Sponsored by the 
central banks, it will confine itself to 
the provision of finance for the expan- 
sion or modernization of existing in- 
dustries under the title of The Industrial 
Promotion Corporation of Rhodesia and 
Nyasaland. It has been indicated that 
it is hoped to mobilize outside resources 
for supporting its work where a project 
justifies this course. 





THORSTEN BENTSSON 
Chairman, Goteborgs Bank, Sweden 





ICT 1202 


The 1200 Series 


THE MOST 
WIDELY USED 
COMMERCIAL 

COMPUTERS 

IN BRITAIN 


Users say... 


‘30,000 stock items held 
throughout the U.K. 
accurately reviewed each 
month, correcting unbalance, 
excesses and shortages, 
and considerably reducing 
the stores holding.’ 


‘Positive control has reduced 
work in progress by 55%, 
the production cycle by 40%, 
and shortages by 80%.’ 


‘With two computers we 
processed 2,048,000 subsidy 
claims last year totalling 
£47 million, and payment 
was much quicker.’ 


The 1202 general-purpose com- 
puter is a tried and proven success 
in companies both large and small. 
It is the latest in a series that has 
already exceeded more than half 
the combined sales of all other 
commercial computers ordered 
and delivered in Great Britain. 
ASK FOR I.C-T SERVICES Specialist 
Advice, Films, Education, Train- 
ing and Demonstrations. 


Some users of 


1201 and 1202 
computers 


THE MORGAN CRUCIBLE CO. LTD 

MONSANTO CHEMICALS LTD 

BRITISH RAILWAYS, WESTERN REGION 

LC.I, LTD (ALKALI DIVISION) 

MINISTRY OF SUPPLY, CHESSINGTON 

PROVINCIAL ADMINISTRATION OF THE 
CAPE OF GOOD HOPE 

IRISH SUGAR CORPORATION 

SHELL REFINING COMPANY LTD 

O.K. BAZAARS (1929) LTD, SOUTH AFRICA 

GUEST, KEEN & NETTLEFOLD 
(MIDLANDS) LTD 

WEST RIDING COUNTY COUNCIL 

THE GENERAL ELECTRIC CoO. LTD, 
BIRMINGHAM 

MINISTRY OF AGRICULTURE, 
FISHERIES AND FOOD 

MIDDLESEX COUNTY COUNCIL 

SOUTH WESTERN REGIONAL HOSPITAL 
BOARD ' 

I-C‘T LTD, LETCHWORTH 

BRITISH TIMKEN LTD 

COMMONWEALTH BUREAU OF CENSUS 
STATISTICS, AUSTRALIA 

H.M. STATIONERY OFFICE 

BRITISH RAILWAYS, DARLINGTON 

GENERAL POST OFFICE 

GENERAL MOTORS 8.A. LTD 

PILKINGTON BROTHERS LTD 

NOTTINGHAMSHIRE COUNTY COUNCIL 

BRIGHTON CORPORATION 

BIRMINGHAM CORPORATION 

MINISTRY OF FINANCE, NORTHERN 
IRELAND 

I'C-T LTD, CASTLEREAGH 

H.M. NAUTICAL ALMANAC 

NOBLE LOWNDES & PARTNERS 

MONTAGUE BURTON LTD 

DURBAN CORPORATION, SOUTH AFRICA 


International Computers 
and Tabulators Limited 


149 Park Lane, London, Wl 


and offices throughout Great 
Britain and overseas 











CHILE 


Guarantees for Germany — The 
Chilean Production Development Cor- 
poration, a state agency for the promo- 
tion of industrial development, has 
undertaken to guarantee up to 70 per 
cent of credits obtained from Western 
Germany by Chilean private and in- 
dustrial concerns. Chilean banks will 
guarantee the remaining 30 per cent. 


COLOMBIA 


World Bank Lean—The World Bank 
has granted a loan of $18 millions to 
finance projects for increasing the supply 
of electric power to Bogota and the 
surrounding area. It is expected that 
this will cover the foreign exchange 
outlays involved, the remaining $13 
millions of the total estimated cost 
representing local expenditures. 


CUBA 


Credit Controils—A new credit policy 
announced by the central bank at the 
end of January requires the commercial 
banks to refuse credit facilities for the 
purchase of luxury goods and calls upon 
them to give priority in lending to pro- 
jects concerned with the promotion of 
agriculture, mining and industrial ac- 
tivity and the export trade. The banks 
are to be allowed to maintain advances 
figures this year 10 per cent beyond 
those for the corresponding months of 
1959. But total advances to department 
stores and textile importers must not 
exceed last year’s levels. 


EUROPE 


New Unit Trusts—The formation in 
Luxemburg of a new unit trust to in- 
vest in North American and European 
shares was announced in the second half 
of January. Initially its units will be 
marketed in Germany, Switzerland and 
Luxemburg, but later selling points will 
also be established in the Netherlands 
and Belgium. The new venture, which 
1s known as Universal Trust, is spon- 
sored by a number of leading German, 
French, Belgian, Swiss and Luxemburg 
banking houses. 

Another trust, the Adiropa, has been 
formed in Germany under the auspices 
of the Allgemeine Deutsche Investment 
GmbH of Munich and Dusseldorf, one 
of the country’s oldest investment 
houses. It will market units of DM 100, 
the proceeds to be invested in shares 
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issued in Britain, Belgium, France, the 
Netherlands, Italy, Austria, Switzerland 
and Germany. 


FRANCE 


Rule by Decree—Following the col- 
lapse of a revolt against the Government 
by French settlers in Algeria in the 
second half of January, the Government 
was reorganized. At the same time the 
Prime Minister, M. Debre, obtained 
powers from Parliament to rule by 
decree for a period of a year “‘ in order 
to maintain public order and pacify Al- 
geria’’’. He gave an assurance that these 
powers would not be used to curb free- 
dom of speech, press or Parliament itself. 


Rising Production—There was a sharp 
upswing in industrial production in the 
closing months of 1959 after the slow- 
down caused by the dtsinflationary 
measures taken at the start of the year 
to stabilize the franc. In December 
output was running some 11 per cent 
higher than in December, 1957. 


Freer Payments—Extensive revisions 
of foreign exchange controls announced 
last month significantly reduce the 
amount of paper-work, give traders 
more freedom to undertake forward 
business and abolish restrictions on the 
import of French banknotes. 


GERMANY 


Liquidity Curbs Tightened—Further 
monetary measures to restrain the boom 
were announced in the middle of last 
month. The Central Council of the 
Bundesbank decided to imcrease the 
minimum cash reserve requirements of 
the commercial banks by 20 per cent 
from March 1. The reserve require- 
ments were increased by 10 per cent on 
November 1 and by a further 10 per 
cent on January 1. ‘The Council also 
decided to reduce rediscount quotas of 
the banks by 10 per cent for amounts 
up to DM 5 millions and by 30 per cent 
for larger amounts. 


Co-operation Plea — Chancellor 
Adenauer has asked representatives of 
management and labour to work to- 
gether to avert the danger of a wages- 
price spiral developing. In the meantime, 
the Bundesbank indicated, the restrictive 
credit policy must be continued. Both 
the Bank and the Economics Ministry, 
however, have been at pains to calm 
apprehension about the stability of the 
Deutschemark. 








Admonition from OEEC—The OEEC, 
in its annual report on Germany, has 
mildly but unmistakably reprimanded 
the authorities for their recent handling 
of credit policy. It contended that 
there should have been more reliance 
on fiscal policy than on “‘ intrinsically 
monetary weapons ”’, which were likely 
to have undesirable repercussions on the 
flow of international funds. 


Loan Undersubscribed—The issue of 
DM 500 millions of 6 per cent Govern- 
ment stock in January was not fully 
subscribed by the public, despite the 
fact that it provided a somewhat higher 
return than the DM 300 millions issue 
made in November, 1959, which was a 
great success. 


GERMANY (EASTERN) 


FBI Trade Pact—A new trade arrange- 
ment to facilitate exchanges with Britain 
in 1960 has been concluded between the 
Federation of British Industries and the 
East German Chamber of Commerce. 
It envisages a flow of £7 millions of 
goods in each direction, the same as in 
1959, but the manufactured goods ele- 
ment in these exchanges will be larger 
than that contemplated by last year’s 
agreement. 


GHANA 


World Bank Mission—A World Bank 
mission arrived in the country at 
the end of January. It was understood 
to be making a general survey of the 
economy in preparation for a move by 
Ghana to obtain the assistance of the 
World Bank in financing the develop- 
ment of its resources. 


Treasury Bill Issue — Official plans 
for the inauguration of a Treasury bill 
issue to foster the development of a 
domestic money market were unfolded 
by Mr D. F. Stone, Deputy Governor 
of the Bank of Ghana, early in February. 
He announced that a first issue of some 
£G2 millions of 91-day Treasury bills 
in the second week of February would 
be followed by further issues in March 
and April. He indicated that it was the 
Government’s intention to have a per- 
manent float of Treasury bills so as to 
give banks and other institutions an 
outlet for the employment within the 
country of liquid funds that have pre- 
viously had to go abroad for investment. 
Rates of interest on the bills will be 
fixed by the Government at roughly 


the same levels as those ruling in the 
London money market. 


HUNGARY 


UK Trade Pact—A trade agreement 
has been concluded with Britain pro- 
viding for exchanges between the two 
countries in the three years to the end 
of 1962. ‘The arrangements for 1960 
provide for imports from Hungary to 
the value of £4.5 millions and exports 
to her of £5.5 millions. The question 
of Hungarian defaults on loans from 
Britain was not discussed. 


ICELAND 


Krona Devalued—A _ comprehensive 
economic reform programme introduced 
by the coalition government that took 
office after last November’s election in- 
cludes a cut in the value of the krona 
from 46 to 106 to the £. The previous 
extensive system of export subsidies, 
which had been costing the Government 
some Kr 1,000 millions a year, or about 
half of its total income, has been 
abolished. At the same time about 
60 per cent of the country’s imports 
have been liberalized. 


Bank Rate at 11 per cent—The de- 
valuation of the krona was accompanied 
by a rise in Bank rate from 7 per cent 
to 11 per cent on February 22. 


Free Trade Link ?—It has been indi- 
cated that one result of the official drive 
to curb inflation may be the clearing of 
the way for discussion of a possible 
adherence by Iceland to the European 
Free Trade Association. 


INDIA 


Aid Mission Arrives—The western 
bankers’ mission which, at the request 
of the president of the World Bank is 
making a study of the country’s aid 
requirements, started work in India in 
the second half of February. A little 
earlier, Washington officials were re- 
ported as having declared that the 
American administration was planning 
to increase substantially its aid to India. 


Funds for Indus Project—The World 
Bank has announced a multilateral aid 
plan for India and Pakistan to help 
finance the Indus Basin development 
scheme, following the settlement of the 
protracted dispute between the two 
countries over the use of the waters. It 
provides for the financing of about half 
the cost of the hydro-electric and river 
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development projects involved from ad- 
vances and grants made available by 
the Bank itself and by America, Britain, 
Australia, New Zealand, Canada and 
Germany. 


Russian Credit—An Indo-Soviet credit 
agreement providing for the utilization 
of the 1,500 million roubles credit the 
Russians undertook in 1959 to grant to 
India for assisting development was 
signed in mid-February in the presence 
of Mr Khrushchev. If expenditure on 
Russian capital goods in respect of pro- 
jects covered by the agreement exceeds 
the amount of the credit, Russia will 
accept payment for the balance through 
exports of Indian goods. 


INDONESIA 


State Control of Oil—The Government 
is taking powers to impose state control 
of oil workings in the country, and 
foreign and home oil companies have 
already been told to improve their dis- 
tribution and organization and, in par- 
ticular, to refine and process a much 
larger proportion of their output of oil 
on the spot. 


IRAN 


Persian Cat—It has been announced 
that to meet the growing world demand 
for high octane petrol, the Iranian Oil 
Refining Company is to install a cata- 
lytic reformer at the Abadan refinery at 
a cost of £3.5 millions. 


ISRAEL 


Tighter Budgeting—In his budget 
statement for 1960-61 the Finance 
Minister indicated that the Government 
was determined to halt the rise in the 
cost of living. In order to reduce the 
home market tug on goods, and thus 
assist In expanding exports, consumption 
taxes were to be stepped up. At the 
same time, efforts would be made to 
increase domestic supplies of capital for 
investment in view of the probability 
that the inflow of funds from abroad 
will fall from the high levels at which it 
has been running in recent years. 


Exchange Premium— Foreign resi- 
dents coming to Israel, whether as 
immigrants or on a temporary basis, 
will in future be allowed a premium of 
20 per cent on foreign exchange brought 
into the country over and above the 
ordinary official rate. This premium 
has previously been restricted to tourists 
and diplomats. 
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JAPAN 


London Trade Talks—Talks to deter- 
mine trade quota arrangements for the 
year commencing on April 1 took place 
in London last month between British 
officials and a Japanese mission. 


US Fact-Finder—Mr W. C. Dubois, 
vice-president of the US securities 
trading concern of Dillon Read, arrived 
in Japan on a fact-finding tour at the 
end of January. It has been stated that 
among the subjects that Japanese officials 
would discuss with Mr Dubois would be 
the issue of Japanese bonds on the New 
York market, the possibility of joint 
Japanese-American ventures and the 
promotion of American portfolio invest- 
ment in Japanese industry. 


KENYA 


Constitutional Progress—aA conference 
held in London during February to 
discuss the country’s constitutional future 
ended in a broad measure of agreement. 
Three of the four main groups attending 
it—the Africans, Asians and the multi- 
racial New Kenya group—indicated 
acceptance (with reservations or subject 
to the fulfilment of certain conditions) 
of proposals put forward by the Colonial 
Secretary, Mr Iain Macleod. ‘The 
United Party under Group-Captain 
Briggs, however, said that the Minister’s 
plan was unacceptable. The substance 
of the plan is that the majority of the 
members of the new Legislative As- 
sembly should be elected on a common 
roll by a qualified electorate. 


LATIN AMERICA 


Towards Integration—The Foreign 
Ministers of Argentina, Bolivia, Brazil, 
Chile, Paraguay, Peru and Mexico met 
in Montevideo in the second half of 
February to sign an agreement on which 
they had been working for some time to 
bring about the gradual elimination of 
tariff and other barriers to trade between 
them and lead to the eventual establish- 
ment of a common market embracing 
the greater part of South America. 

The Economic Ministers of Guate- 
mala, Salvador and Honduras have 
signed an agreement providing for the 
formation of an economic association 
that will guarantee the free circulation 
of people, products and capital within 
the three countries. It also provides for 
the establishment of a common market 
for many of the goods produced within 
the area. 
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M.1.C.R.* AUTOMATION EQUIPMENT THAT SORTS 
UP TO 1,560 PAPER DOCUMENTS PER MINUTE 
BY READING MAGNETIC INK CHARACTERS 


Burroughs 
New Sorter-Reader 











To meet the important need of Banks and 
other business concerns for increased office 
efficiency, Burroughs have produced the 
unique B101 Sorter-Reader. This new busi- 
ness machine brings automation to the 
most burdensome job of sorting large 
volumes ofdocuments—suchas Bank cheque 
sorting. The new Sorter-Reader operates by 
reading characters encoded on documents 
in magnetic ink. 

In addition to its normal job of document 
sorting, the equipment may be synchroniz- 
ed with the automatic record processing of 
Burroughs Visible Record ComputerSystem 
(small picture), or larger Tape Computer 
Systems. A new concept of accounting 
procedure—from paper handling to book- 
keeping records—is thus provided by these 
new systems. 


*Ma@qnetic Ink Character Recognition 


SEE Burroughs FIRST B 


Full details available now from Burroughs, 


356/366 Oxford Street, London W.1. (Tel: 
HyDe Park 9861.) 
For banking & business—Burroughs B161 Sorter- 


Reader 

1 Sorting speed—1,560 cheques or other paper docu- 
ments a minute. 

2 Can be loaded and unloaded while sorting at maxi- 
mum speed. 

3 Automatically reads and sorts documents of vary- 
ing sizes and thicknesses. 

4 Flexible ving gramming reduces number of sorting 

wing more rapid segregation of high- 
an mad categories into special pockets. 

5 Combines digital sorting with the input to data- 
processing whenused underthecontrolofBurroughs 
Visible Record Computer (small picture). 

6 Carefully planned design permits efficient operation 
within a distance of only 9 ft. 





NEW DIMENSIONS IN ELECTRONICS AND DATA PROCESSING SYSTEMS 


Burrcughs Adding Machine Limitea@, Avon House. 356-366 Oxford Street, London W.1. 
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LEBANON 


HP Link with Britain—Lombard Bank- 
ing of London has set up an almost 
wholly-owned subsidiary in the Lebanon 
to do general banking business, includ- 
ing the acceptance of deposits. Lom- 
bank, the British subsidiary of Lom- 
bard Banking specializing in hire-pur- 
chase finance, is setting up a wholly- 
owned subsidiary to provide hire-pur- 
chase facilities there. A certain amount 
of hire-purchase business has been done 
by various financial institutions in the 
country in recent years, but this is 
apparently the first attempt to establish 
financial institutions specializing in this 
type of finance. 


MALAYA 


Local Backing for Currency—The 
conference of member countries of the 
Malayan Currency Board—Malaya, Sin- 
gapore, Brunei, Sarawak and North 
Borneo—held at Malaya’s request to 
consider reforming the Board, decided 
in favour of strengthening Malaya’s 
representation. In future Malaya will 
have two representatives against one for 
each of the other member countries; 
one of the two will be chairman. Britain 
will cease to be represented. 


It was also decided to allow. the’ 


Board to amend the previous rule under 
which 100 per cent cover for its cur- 
rency issues had to be maintained in 
sterling. It will be allowed to invest 
about a quarter of its assets in locally- 
issued securities during the next three 
years. The effect of this will be to 
release part of the sterling backing of 
the note issue of the member territories 
for financing development or other 
external uses. 


NEW ZEALAND 


Bigger Trade Surplus—The country 
showed a surplus of £22 millions in 
external payments in 1959 after taking 
account of loan repayments of £24 mil- 
lions. In 1958 there had been a surplus 
of £13 millions and in the year before 
that a deficit of £32 millions. The im- 
provement in the country’s foreign 
balance was due partly to a rise of £32 
millions in exports, to the record level 
of £305 millions, and partly to a drop in 
private imports. 


Aluminium Project—The Govern- 
ment has signed an agreement with the 
Consolidated Zinc Company of Aus- 
tralia providing for the inauguration of 


the exploratory stage of a £100 millions 
aluminium smelting project. 


State TV—The Prime Minister, Mr 
Nash, has announced that a television 
system owned and controlled by the 
state 1s to be introduced. It will incor- 
porate both commercial and non-com- 
mercial services. 


PERU 


Attracting Foreign Investment—One 
of the main objects of a new industrial- 
ization law is to encourage foreign in- 
vestment in the country. It makes no 
distinction between domestic and foreign 
enterprises and provides for partial or 
full exemption from duty of goods that 
are being brought into the country in 
connection with the establishment of 
enterprises using foreign capital. 


Debt Repayment—Repayment has been 
made of $10.5 millions of a $15.5 mil- 
lions loan obtained from the US Export- 
Import Bank in 1958. Repayment was 
not due to begin until 1962. 


SAUDI ARABIA 


Riyal Devalued—A feature of a com- 
prehensive programme of economic re- 
form announced by the Government at 
the end of January is the devaluation of 
the riyal from 10.6 to 12.6 to the £. 
New banknotes to replace those now in 
circulation are to be introduced during 
the coming year; Saudi gold pounds are 
being withdrawn, holders have been 
given two months to surrender them to 
the official monetary agency in return 
for 40 riyals each. To cushion the im- 
pact on the cost of living of the devalua- 
tion, the Government has set aside 42.5 
million riyals for subsidizing essential 
imports. 


SOUTH AFRICA 


Gold Sales—The Finance Miuinister 
announced at the end of January that 
the Reserve Bank had disposed of 1.5 
million ounces of gold to buyers outside 
the sterling area since the selling arrange- 
ments were liberalized last year. ‘These 
transactions had realized $48,574,000 
and £1,541,000 of external account 
sterling. 


Tax Probe ?—The Department of the 
Interior has issued regulations providing 
for the collection of statistics of the 
operations of stockbrokers and other 
dealers in shares for the year to June 30, 
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True as the needle to the pole 
or as the dial to the sun* 


The name of Wiggins Teape has been 
synonymous with fine papermaking 

for nearly 200 years. 

The range of Gateway fine papers ) 
and the very many speciality and 
industrial papers developed 

and made by the Group covers almost 
every need of Commerce and Industry. 
Specify Wiggins Teape papers and 

rest assured, 


THE WIGGINS TEAPE GROUP Fine Papermakers 





Gateway House 1 Watling Street London EC4 


Telephone City 2020 


*Barton Booth 1681-173} 
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1959, and subsequent years, apparently 
te probe tax evasion charges. 


90 per cent Union Car—The report of 
the South African Board of Trade and 
Industries on its investigation into the 
possibility of building an all-Union car 
indicated that, while it would be unwise 
to expect to attain this objective in the 
early future, a car produced to the 
extent of 90 per cent within the country 
was entirely feasible. 


SPAIN 


EMA Credit—The OEEC has granted 
a credit of $25 millions from the Euro- 
pean Monetary Fund to strengthen her 
reserves. A report prepared by an 
OEEC mission that visited the country 
in December says that Spain’s economic 
recovery programme has so far been an 
outstanding success. 


UK Atomic Agreement—An agree- 
ment has been concluded with the United 
Kingdom providing for co-operation 
between the two countries in the peaceful 
use of atomic energy. One of its main 
purposes is to assist Spain to obtain 
research and power reactors as well as 
nuclear fuel from Britain. 


Tax System Explained—The Banco 
Urquijo has issued two booklets in 
English dealing with the tax system in 
Spain and foreign investment in the 
country. 


SWITZERLAND 


Foreign Borrowers—The World Bank 
made a SwFr 60 millions issue on the 
Swiss market at the end of January. 
The three other major new foreign issues 
sanctioned for the first quarter of the 
year by the central bank comprise a 
SwFr 60 millions issue for British Petro- 
leum, an Australian loan for SwFr 50 
millions, and a conversion operation for 
the 4 per cent loan raised by Belgian 
railways in 1948 and maturing at the 
beginning of March. 

Still Discriminating—Reports that the 
authorities are contemplating discon- 
tinuing the practice of discriminating 
against common market countries in 
allowing access to the Swiss capital 
market have been officially described as 
premature. 


_ TURKEY 
DLF Credit—A mission from the US 


Development Loan Fund that visited 


the country in January signed an agree- 


ment with the Eti Bank providing for a 
$7 millions credit for financing an exten- 
sion of the electric power system. 


UNITED ARAB REPUBLIC 


Roubles for Aswan—lIt was officially 
stated at the end of January that Russia 
had agreed to provide the whole of the 
£E100 millions needed to cover the 
foreign exchange cost of the second 
stage of the Aswan High Dam Scheme. 
It was also indicated that Russian money 
would be available for financing the 
third and final stage of the project. 
As Russia has also financed the first 
stage, the dam will be—foreign-aid wise 
—an all-Russian affair. 


Dr Erhard Calls—A German economic 
and financial mission headed by Dr 
Erhard, the Minister for Economic 
Affairs, visited Cairo at the end of 
January. ‘The main outcome of the talks 
was a German undertaking to send three 
expert teams to advise on the Grand 
Quattara Depression irrigation project, 
the tourist trade and market gardening. 


WORLD BANK 


Heavy Outflow—lIn the second half of 
last year the Bank made loans totalling 
$349 millions, which raised the gross 
total of its commitments to $4,871 mil- 
lions. Disbursements in the six months 
totalled $214 millions. 


New York Issue—An issue of $125 
millions of stock in 25-year bonds return- 
ing 5 per cent made on the New York 
market early in February at 100 was 
oversubscribed. The issue carries a 
sinking fund, which will retire about 
half the total bonds before redemption 
date is reached. 

The placing of SwFr 60 millions of 
bonds on the Swiss capital market was 
also announced in January. In January 
also the Bundesbank agreed to take up 
a further DM 200 millions of World 
Bank notes. 


YUGOSLAVIA 


Debt Progress—Following negotiations 
between a Yugoslav delegation and the 
UK Council of Foreign Bondholders it 
has been announced that partial service 
on Montenegro 5 per cent Sterling Loan 
of 1909 and Yugoslav 5 per cent Sterling 
Funding Bonds, 1936, will be resumed 
during the five years to the end of 1964. 
Further negotiations with a view to a 
permanent settlement are to take place. 
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APPOINTMENTS AND RETIREMENTS 


District Bank’s Chairman 


Lieutenant-Colonel T. Marshall Brooks has been appointed chairman of 
District Bank on the retirement of Sir Thomas Barlow after thirteen as 


chairman and thirty-eight years as a director. 


Mr Marshall Brooks, who is 


also chairman of the textile concern of Horrockses Crewdson, joined the board 


of the bank in 1935 and has been a deputy chairman since 1951. 
Summers has been appointed a deputy chairman. 


Mr Richard 
Sir Thomas Barlow will 


continue to serve as a member of the London Committee of the bank. 


Bank of England—-Sir John MHanbury- 
Williams, Sir George Bolton, Sir George 
Abell, and Sir Wilham Pilkington have been 
re-appointed directors for a further term. 
Bank of New South Wales—Mr R. Jf. 
Abercrombie to be deputy general manager; 
Mr D. J. M. Frazer to be named chief 
London manager. 

Bank of Scotland—The Rt Hon Lord 
Polwarth has been elected deputy governor 
in succession to the late Mr Robert McCosh. 
Barclays Bank—Sir Ernest Murrant and 
Mr Algernon Denham have retired from 
the board. 

Barclays Bank DCO-—Mr Richard D. 
Smith has been appointed a director. Mr 


has retired, and has been appointed a 
special representative. 

Clydesdale & North of Scotland Bank— 
Aberdeen, Overseas: Mr A. MacLeod to be 
manager on retirement of Mr C. P. 
McDonald. Banchory, Station Rd: Mr H. 
Scott, from West End, Aberdeen, to be 
manager on retirement of Mr A. Clark. 
Sauchen: Mr W. R. Riach, from 110 High 
St, Elgin, to be manager on retirement of 
Mr E. Smith. 

District Bank— Mr D. H. Peacock, assistant 
general manager (Economics), has retired 
after 44 years’ service. Head Office: Mr 
C. L. Talent to be manager on retirement 
of Mr A. W. Goodall; Mr J. J. Ratcliffe, 


from Fleetwood, will succeed Mr Talent as 


A. F. Mallory, an assistant general manager, sub-manager. 


ARAB BANK LIMITED 





HEAD OFFICE 


ESTABLISHED 
AMMAN, JORDAN 


1930 





TOTAL ASSETS 
J.D. 94,000,000 


DEPOSITS 


CAPITAL & RESERVES 


J.D. 6,500,000 J.D. 59,000,000 
1 J.D. (Jordan Dinar) = £1 
BRANCHES 
A NETWORK OF 40 BRANCHES IN : 
ADEN JORDAN LEBANON LIBYA PALESTINE 
QATAR REPUBLIC OF IRAQ SAUDI ARABIA SUDAN 
TUNISIA UNITED ARAB REPUBLIC 


BRANCHES TO BE ESTABLISHED SHORTLY IN MOROCCO 
AND BAHRAIN 


WE ISSUE OUR OWN TRAVELLERS CHEQUES IN £ AND U.S. $ 
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Lloyds Bank—Head Office: Mr C. J. Mont- 
gomery, from Temple Row, Birmingham, 
to be a general manager’s assistant; Mr 
R. J. Blanch, from Horley, to be secretary 
on the retirement of Mr J. E. Way. Advance 
Dept: Mr M. J. Abel, from head office, 
and Mr E. O. L. Vaughan, from Neath, to 
be controllers. Chief Inspector’s Dept: Mr 
D. M. Atkinson, from Horfield, Bristol, and 
Mr J. D. Crawshaw, from Holmfirth, 
Huddersfield, to be inspectors. London— 
Highbury Corner: Mr C. E. Jetten to be 
manager; Old Bond St: Mr T. H. M. 
Sedgley, from Knightsbridge, to be manager 
on retirement of Mr L. H. F. Liddall. 
District Offices—Aylesbury: Mr J. St Q. 
Mallandaine, from Bristol, to be district 
manager; Guildford: Mr G. H. Yeoman, 
from head office, to be district manager; 
Nottingham: Mr W. B. Fowler, from Not- 
tingham, to be district manager; Tunbridge 
Wells: Mr F. J. Thomas, from head office, 
to be district manager. Barnstaple: Mr R. N. 
Jutsum, from Okehampton, to be manager 
on retirement of Mr L. E. Dolbear. 
Bridgend: Mr H. J. Roberts, from Maesteg, 
to be manager. Bristol—Mr R. F. Eyles, 
from Taunton, to be manager; Horfield: 
Mr E. W. Millington, from Aylesbury, to 
be manager. Cwmbran: Mr J. S. Jones, 
from St Helens, Swansea, to be manager. 
Derby: Mr E. C. Corkill to be manager. 
Martins Bank—Mr G. E. McWatters has 
been elected to the general board. Mr 
G. E. Clarkson to be South Western Dist 
general manager; Mr W. Weatherill to be 
North Eastern assistant district manager; 
Mr I. Buchanan to be Liverpool assistant 
district manager; Mr J. H. Jennings to be 
Head Office joint superintendent of 
branches; Mr D. E. Brewis to be South 
Western Dist superintendent of branches; 
Mr H. Ryder to be personal assistant to 
the chief general manager at Head Office. 
Midland Bank—Mr C. E. Trott has been 
appointed a joint general manager. London 
—Head Office: Mr T. Tailby to be an 
assistant general manager; Mr R. J. Hindle 
to be a district staff superintendent on 
retirement of Mr S. B. Davies; Mr B. N 
Seymour to be a district staff superintendent 
on retirement of Mr F. G. Marsden; Mr 
J. Clement, from Amesbury, to be a district 
staff superintendent; Mr R. B. Hesketh, 
from Northampton, to be a superintendent 
of branches in succession to Mr W. 
Kellaway; Princes St: Mr R. W. George to 
be manager of securities on retirement of 
Mr H. Salter; Rosebery Av: Mr E. T. 
Barratt, from Shaftesbury Av, to be manager 
im succession to Mr J. H. Searle. Amesbury: 
Mr N. B. Riches, from College Green, 
Bristol, to be manager in succession to “+ 
J. Clement. Blackwood (full branch): 

A. B. Davies to be manager. Tasticigh. : 
Mr A. L. Collins to be manager on retire- 
ment of Mr C. G. Pengilley. Hillingdon: 
Mr K. J. Tyler, from Uxbridge, to be 
manager on retirement of Mr A. W. Wilson. 
Lydney; Mr A. M. Rogers, from Ashburton, 


to be manager in succession to Mr L. F. 
Swaite. Morden, 2 London Rd: Mr P. C. 
Linfield to be manager. Newport (Mon)— 
Bridge St: Mr T. W. Jenkins, from Com- 
mercial St, Newport, to be manager on 
retirement of Mr L. G. Marshall; Com- 
mercial St: Mr W. E. Clement, from Aber- 
avon, to be manager in succession to Mr 
T. W. Jenkins. Oldbury: Mr G. J. H. 
Scriven to be manager. Pontycymmer: Mr 
J. H. Harris to be manager on retirement of 
Mr E. Semmens. Salford: Mr E. T. Evans 
to be manager on retirement of Mr J. 
Thomson. Sleaford: Mr R. N. Ward to be 
manager in succession to the late Mr F. C. 
Willmin. Sutton, Rose Hill: Mr R. L. 
Scott to be manager. Swadlincote: Mr S. B. 
Andrews to be manager on retirement of 
Mr A. G. Farrow. 


National Commercial Bank of Scotland 
—Ayr, New Bridge St: Mr J. A. M. 
Macgregor, from Elgin, East, to be manager 
on retirement of Mr J. Dobbie. Dalry, Ayr- 
shire: Mr W. A. Shirran, from Musselburgh, 
East, to be manager on retirement of Mr 
T. Wingate. Dumfries, Irish St: Mr A. 
Forsyth, from Market Sq, Duns, to be 
manager on retirement of Mr A. W. Tulloch. 
Duns, Market Sq: Mr J. Matthew, from 
Ayton, to be manager. Elgin, East: Mr 
D. A. Coulter, from Peterhead, to be joint 
manager. 


National Provincial Bank— Advance Dept: 
Mr K. A. Wright to be a controller. Trustee 
Dept: Mr I. R. L. Ewing to be an assistant 
manager. Princes St: Mr J. F. Daly, from 
Westminster, to be manager on retirement 
of Mr A. W. Marshall. Overseas Branch: 
Mr R. T. Hilder to be joint deputy manager. 
London—Aldwych: Mr C. B. Chalk, from 
Advance Dept, to be manager; North 
Finchley: Mr R. P. Raithby, from Princes 
St., to be manager on retirement of Mr 
S. J. Boullin; Westminster: Mr F. G. 
Eldridge, from Aldwych, to be manager. 
Queensbury: Mr C. S. Chappell, from 
Bingham, to be manager on a of 
Mr N. Ellison. Salisbury: Mr C. W. 
Pierson, from Leicester, to be — er on 
retirement of Mr R. Ewbank. ldge : 
Mr D. Nealon, from rn Al to be 
manager on retirement of Mr F. H. Young. 
Westcliff-on-Sea: Mr R. H. Hill, from St 
James’s St, Brighton, to be manager on 
retirement of Mr R. W. Jeremy. 


Westminster Bank—Head Office: Mr A. H. 
Hunt to be assistant general manager (ad- 
min); Mr W. Davies to be controller 
(admin). Birmingham, Newhall St: Mr W. R. 
Lowry, from Perry Barr, to be manager on 
retirement of Mr R. W. Bowman. Bishops- 
ton: Mr K. R. Peters-Smith, from Kings- 
wood, to be manager on retirement of Mr 
R. A. Avery. Hartley Wintney: Mr E. C. L. 
Williams, from Lewes, to be manager on 
retirement of Mr O. C. M. Hale. Hudders- 
field: Mr W. H. Smith, from Carrington St, 
Nottingham, to be manager. Mitcham: Mr 
P. Martin to be manager. 
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BANKING STATISTICS 





Banking Trends since World War I* 


Net 

Averages Deposits Liquid Assets TDRs Investments Advances 
of Months: {mn {mn %t {mn {mn _* {mn > 

1921 << fae 680 38 an 325 18 833 

1922 <3 - ree 658 37 —- 391 750 

1923 ss aa 581 : — 356 2 761 

1924 — ae 545 : - 341 808 

1925 .. ore 539 a 286 856 

1926 . 532 -- 265 892 

1927 .. 1,661 553 -— 254 928 

1928 «ee 584 7 254 948 

1929 ~ _ae 568 257 991 

1930 oo 596 33 -—- 258 963 


1931 eee 560 — 301 919 
| ee 611 348 844 
1933 i. ae 668 - 537 759 
1934 .. 1,834 576 - 560 753 
— . a 623 615 769 
1936 |... 2,068 692 614 839 
1936 .. 2,160 643 865 
ee — 652 954 
ee : - 637 


1939 .. 2,181 608 

s00Ct«wswss sD 666 7 955 
1941 s 894 858 
a. 6 ee 1,069 797 
ss. .. daor 1,147 747 
1944 .. 4,022 1,165 750 
—_—— -.. a 1,156 768 


1946 .. 4,932 ; 1,345 888 
—. . ae 1,474 1,107 
 , eee i 1,479 1,320 
ae 1,505 1,440 
———  .. sae 3° 1,505 1,603 
1951 + ae 1,624 1,822 
ee - 1,983 1,838 
1953 .. 6,024 : 2,163 1,731 
we. .... ae 2,321 1,804 
1955 .. 6,184 7 2,149 2,019 
1956 .. 6,012 - 1,978 : 1,897 
| ee ’ 2,008 1,952 
1958 .. 6,330 : - 2,149 2,007 
1959 ... 6,617 7 1,835 2,617 


2,259 
2,333 
2,441 
2,500 
2,561 
2,586 
2,676 
2,697 
2,737 
2,803 
2,849 
2,917 
2,961 


1959: Jan .. 6,615 : 2,021 
Feb .. 6,340 ; 1,962 
Mar .. 6,328 i - 1,928 
April.. 6,384 ; - 1,884 
May .. 6,366 ‘ -- 1,837 
June 17 6,471 ; 1,816 
July .. 6,645 : 1,811 
Aug .. 6,637 ; : 1,802 
Sept .. 6,723 2,340 ; 1,790 
Oct .. 6,869 2,477 , 1,729 
Nov .. 6,860 2,419 ’ ~ 1,729 
Dec 16 7,043 2,543 ‘ 1,720 
Dec 31 7,165 2,628 ; 1,710 


1960: Jan .. 7,041 2,541 1,698 2,946 
* Ten clearing banks for 1921-35, thereafter eleven. + Ratios to gross deposits. 
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Trend of “ Risk ’’ Assets 


(£ million) 
Jan 20, 1960 r Change in 
% of Year to Monthly Periods* 
Gross Jan 
Deposits 1959 Dec 











Investments: 
Barclays mA Weare See -118. 
Lloyds oe .. 318.6 24.0 — 45. 
Midland ia » S02 Bs - 50. 
National Provincial . ‘ 19.7 — 32. 
Westminster . a : 21.9 — 32 
District és a ‘ 24.3 - 6, 
Martins ; 20.5 —- 17. 
Eleven Clearing Banks 1, 697.7 22.9 
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Trend of Bank Liquidity* 


1957 1958 








Dec 

Mar Dec Mar Noy 31 Jan Mar © Nov 31 

lea Sie See Ta Se a Je fe 
Barclays .. IFS 37.F. "342° Ht Wie 33.54 DA > 32.4- 34.9 
Lloyds i. £9.8 Sted ae 22.80 MBS Be ee > Bee 
Midland i! SS Be Be 13> 35.23: Dis se 2 34.4 36.1 
National Prov 31.1 39.5 34.0 32.8 36.0 36.9 31.1 2. 39.2" S790 
Westminster... 34.3 39.0 35.4 32.5 33.2 35.2 32.8 9 34.0 33.4 
District oo St S92 Bd = h.3 S21 A ee o8: BBed- Saad 
Martins ae Ot EO. BD 35.7 HS Se ae > 00.0: Wis 


All Clearing 
Banks .. 32.6 38.4 33.9 33.7 344.6 34.9 31.0 4 33.6 34.3 


* Cash, call money and bills shown as percentage of gross deposits. 





Money and Bill Rates 


Feb 23, Dec21, Jan 25, | Feb1, Feb8, . Feb 15, Feb 22, 
1959 1959 1960 1960 1960 1960 1960 
per cent 


| Bank rate .. i ae 4t 4 Sf 5 5 5 5 

_ Treasury bills: 

' Average allotment rate* 3% 38% 4% +f +h 443 45 
Market’s dealing rate, 

> 3 months ca 34 3# 4# 4} + 48 448 
_ Bankers’ deposit rate 2 2 3 3 3 3 3 

_ Short money: 

_ Clearing banks’ minimum 2% 2% 3% 3 g 

' Floating money .. ¥en 334 4-44 4344 444 334 4-44 
» US Treasury Bill . . .. 2.762 4.535 4.116 4.039 3.563 4.045 4.168 
* Preceding Friday. + Lowered from 44% on 20.11.58. t Raised on 21.1.60. 
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THE EXCHEQUER FINANCES 


I—The Budget 










: (£ million) 
ec , : Gain or 
, Original Expected April 1, loss* on 
cl 6 budget gain or 1959, to corresponding 
— s estimates loss* on Feb 13, period of 
o 1959-60 1958-59 1960 1958-59 
Total Inland Revenue 2,856 ~ 160 2,383.9 =-14.5 
= : Customs and Excise .. 2,150 — 41 2,019.4 + 64.3 
Riz Other revenue , 319 + 46 308 . 3 + 54.2 
nl 8 Total ordinary revenue 5,325 -—155 4,711.5 +103.9 
A | & Debt interest (including sinking fund) 639 + 62 523.3 + 96.0 
V| z Other consolidated fund 89 - 4 75.4 — 3.7 
c Supply expenditure .. 4,495 -178 3,807 .7 — 220.4 
Ss Total ordinary expenditure 5,223 — 120 4,406.4 — 128.1 
=18 Above line surplus or deficit .. +102 — 275 +305 .1 — 24.2 
5|¢ Net deficit below line — 823 ~ 264 — 643.3 — 109.4 
t e of which 
2/8 -local loans (net lending shown 
VN} 3 minus) .. s + 55 + 3 + $1.3 + 6.1 
lodns to state industries, net — 621 — 116 — 547.9 —- 28.8 
Total deficit . : sis e -721 — 539 -- 338.2 — 133.6 
A = * Plus OR increase in receipts or surplus, fall in expenditure or deficit. Minus 
5 : indicates fall in receipts or surplus, rise in expenditure or deficit. 
3 
| 4 Ii—National Savings 
(£mn: Receipts into Exchequer reported during period) 
Bs Savings Total 
Certi- Defence Savings Premium Total Accrued Defence Remain- 
A ficates Bonds Banks Bonds Small Interest Bond ing In- 
n (net) (net) (net) (net) (net) Maturity vested* 
e 1953-54 .. +19.0 + 0.3 — 79.3 _- - 60.0 88.6 -—38.4 6,008.7 
- 1954-55 .. +46.0 +51.1 — 35.4 a + 61.7 88.8 -—28.8 6,126.2 
1955-56 .. +19.7 +21.5 — 80.4 as —- 39.2 82.7 -50.8 6,123.6 
1956-57 .. +72.0 + 3.2 -20.6 +65.0 +119.5 35.5 —~38.9 6,240.0 
_ 1957-58 .. -21.3 -22.2 -62.4 +80.2 - 15.6 45.9 -17.7 6,272.0 
1958-59 ..+131.9 +117.9 -55.2 +66.5 +270.4 54.4 -10.0 6,582.0 
1958-59 
April-Dec +100.3. +77.7 -78.5 +49.1 +148.5 39.1 - 8.9 6,447.0 
January +16.1 +168 + 8.5 + 9.1 + 50.5 §.9 - 0.3 6,502.0 
1959-60 
April-Dec +55.2 +109.1 + 0.9 +35.5 +200.9 59.9 1.3 6,841.0 
January +63 +15.3 +17.3 +2.9 +41.8 100 - 0.1 6,892.0 
* After taking account of net sales through the Post Ojfice Savings Bank of Government 


securities other than defence bonds. 








* Including all members of British Bankers’ Association. 











I1i—Floating Debt 

2 (£ million) Change in three 

33 Feb months to 1/4, 

* Beginning of Aprii* 13, Feb 13, Feb 

& 1960 1960 1959 

3 1957 1958 1959 

ry Ways and Means Advances: | 
S Bank of England “3 “= — aos won — — 
> Public Departments 289.3 239.6 291 .6 214.6 - 9.2 + 57.8 

= Treasury Bills: 

ce Tender 2,860.0 3,120.0 2,950.0 3,330.0 -250.0 -230.0 

° Tap 1,306.4 1,499.4 1,986.3 1,677.2 -265.7 +219.0 

” a 

3 4,455.7 4,859.0 5,227.9 §,221.8 -524.9 + 46.8 














* First return in each fiscal year (since split of Treasury bills cannot usually be calculated 
at March 31). 
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Sterling-Dollar Exchange Rates 


Feb 20, Dec18, Jan22, Jan29, Feb5, fFeb12, Feb 19, 


1959 1959 1960 1960 1960 1960 1960 
Official Market 
Spot .. .. 2.804% 2.79% 2.80} 2.80; 2.80% 2.804 2.80%. 
3 months .. fepm 8c dis par #:cdis icpm isc dis jes dis 
Security* . . .. 2.803 2.79% 2.794 2.79% 2.79% 2.794 2.794 


* New York quotations. 





Britain’s Gold and Dollar Reserves* 


(Millions of US dollars) 
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Financed by 
Net Gold Official Private 
and Dollar Special Reserves UK 
Surplus (+) Ameri- Payments Change at End Dollar 
Years and or Deficit (—) can and in | of Balancest — 
Quarters Aid Credits Reserves Period & 
1946 ae — 908 — +1123 + 220 2696 194 
1947 a — 1431 — +3513 . —- 618 2079 267 
1948 ‘s —1710 682 + 737 — 223 1856 295 
1949 vy — 1532 1196 + 116 — 168 1688 236 
1950 tes + 805 762 + 45 +1612 3300 257 
1951 ite — 988 199 — 176 — 965 2335 508 
1952 ‘ — 736 428 —- 181 — 489 1846 472 
. . k Sige + 546 307 —- 181 + 672 2518 491 
1954 a + 480 152 — 388 + 244 2762 428 
1955 a — 575 114 — 181 — 642 2120 480 
1956 — 626 66 + 573 + 13 2133 679 
1957 ve — 419 26 + 533 + 140 - 2273 602 
1958 i +1005 6 - 215 + 796 3069 654 
1959 7 + 449 — — 782 ~ 333 2736 ‘a 
1958: 3 
I 4+- 496 1 — + 497 2770 690 
I] i + 307 5 - 6 + 306 3076 734 
III ‘- + 65 — - 21 + 44 3120 731 
IV + 137 — — 188 - 51 3069 654 
1959: 
I + 173 --— - 103 + 70 3139 784 
II + 206 = - 173 + 33 3172 737 
III s + 164 —- - §2 + 112 3284 672 
October... Y -— — 269 —- 260 3024 
November. . - 50 = -- - 50 2974 
December .. - 53 --= - 185 — 238 2736 
IV Sg —- 94 -—— — 454 — 548 2736 
January... —- 16 — - 34 - 50 2686 
Main Special Items Detailed{ 
Receipts Payments 
$mn $mn 
1946-50 US and Canadian loans.. 4,909 1951-56 Annual service of US and 
1947-49 IMF loan ia Canadian loans, etc .. 181 
1948 South African loan aie 1954 EPU funding payment .. 99 
1956 Sale of Trinidad oil .. 177 IMF repayment . . .. 108$ 
Sale of US Govt bonds. 30 1957-58 Anglo-Germandebts .. 21 
IMF loan 561 1958 Service of N Amer loans 188 
1957 India’s IMF loan | ; 200 1959 IMF repayment. . .. 200 
Return of interest on US IMF subscription os 
loan. ae Repayment of Ex-Im .. 255 
Export- Import Bank .. 250 Service of N Amer loans 184 


* Gold and convertible currency reserves from December, 1958. 

+ Source: Federal Reserve Bulletin. 

{ Special German deposits, Canadian quarterly payment on 1942 loan and regular 
monthly funding payments to EPU countries excluded. 

§ Remainder of 1947-49 loan repaid in sterling. 
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F A CIT one-hand operation means even faster computing 


Facit gives you the figures you want, when you 
want them with unerring accuracy. A ten min- 
ute demonstration in your own office will prove 
conclusively that Facit is something to .be 
reckoned with. 

Hand or electrically operated models available. 


In ten minutes you can learn how to do figure 
work ten times faster than before. How? With 
just five fingers and a Facit. 

Facit puts speed and accuracy at your finger 
tips. No need to spend hours on tedious mental 
calculations. No need to check answers—ever! 


FAC IT Calculator 


ON-THE-SPOT SERVICE 


BLOCK & ANDERSON Unirio from B & A branches in principal towns 











Head Office: Banta House, Cambridge Grove ' : er 
Hammersmith, London, W.9. Please send me details of 
Tel: BiVerside 4121 (20 lines) the following Business Name 
os Automation Equipment. 
[*] Modern Duplicating Methods Position 
[ } Systems Machines 
Visual Control! Charts : 
Photocopying Equipment Firm 
Caiculators 
Standard and Portable Typewriters 
BUSINESS Adding Machines Address 
A Mail-Room Equipment 
Microfilm Copiers 
UTOMATION ee aes wisi 
—at iis best! by uy 
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In New Zealand 
he’s a national institution... 
and so are we! 


Power from natural steam. That’s the significance behind the 
new Geo-Thermal plant at Wairakei, where maximum 
capacity is now 250,000 k.w., and where the knowledge and 
experience of the Civil Engineer is so indispensable. Yes, the 
Civil Engineer is a figure of national importance in New 
Zealand. And when he wants banking services he comes to us — 
for we are national too. We have more than 150 branches and 
agencies in the North and South Island, and our service is 
expert and comprehensive. If you live, work, trade or travel in 
New Zealand — or indeed if you wish to know anything at all 
about the country — isn’t it logical to contact the National Bank 


of New Zealand. 


The National Bank 
OF NEW ZEALAND LIMITED 


Head Office: 8, Moorgate, London, E.C.2. (MONarch 8311) 
West End Branch: 14 Charies II Street, London, S.W.1. (TRAfalgar 6791) 
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THE ROYAL BANK OF SCOTLAND 





A Highly Satisfactory and Record Year 





RIGHTS ISSUE 





Strength of Balance Sheet Position 





Sound Progress in Country’s Economic Recovery 





The Duke of Buccleuch on Unsolved Problem of Monetary Stability 





HE Annual General Court of Pro- 
prietors of The Royal Bank of Scotland 
was held on February 23 in Edinburgh. 

The following is the circulated statement 
of the Governor of the Bank, His Grace 
The Duke of Buccleuch and Quee:sberry, 
ck ny Se, GViG., Lids de? 

Before I review our Accounts and the 
events of the past year, I wish first of all to 
refer to the loss which we have sustained 
through the death of Mr. Bertram Francis 
George Currie who had been an Extra- 
ordinary Director since the association of 
our Bank with Glyn, Mills & Co. in August, 
1939. He was a Director of that Bank 
until his death and we shall miss him 
greatly. During the year under review 
Sir Francis Maurice Grosvenor Glyn, 
K.C.M.G., Chairman of Glyn, Mills & 
Co., in order to lighten his commitments, 
tendered his resignation as an Ordinary 
Director. Sir Francis also joined our 
Court in August, 1939, and we have greatly 
valued the benefit of his wise counsel and 
wide experience. We shall miss his presence 
at our Ordinary Court, but I am happy, 
however, to say that he has agreed to serve 
as an Extraordinary Director. 

We welcome two new Ordinary Directors, 
Mr. Eric Odin Faulkner, M.B.E., a Manag- 
ing Director of Glyn, Mills & Co. since 
January, 1950, and now a Deputy Chair- 
man of that Bank, and also Mr. James 
Ogilvy Blair-Cunynghame, O.B.E., M.A., 
who until the end of last year was a full- 
time member of the National Coal Board. 
These gentlemen, having been appointed 
to fill the vacancies on the Court, will, in 
accordance with the constitution of the 
Bank, retire at the Annual Court of Pro- 
prietors on February 23 but are being 
nominated for re-election. 

The present size of the Ordinary Court 
of Directors is based on a Resolution of 
the Court of Proprietors passed on March 
14, 1951, which gave the Court of Directors 


authority to fix the number of Ordinary 
Directors at not less than ten and not more 
than sixteen. In view of the expansion 
which has taken place in the Bank’s business 
it is now considered desirable that power 
should be given to increase the number of 
Ordinary Directors beyond sixteen. It is 
therefore proposed to ask you at the Annual 
Court on February 23 to pass a Resolution 
giving the Court of Directors authority to 
fix the number of Ordinary Directors at a 
maximum of eighteen, two more than the 
present limit. I trust the proposal will 
commend itself to you. 


Rights Issue 


At a special General Court of Pro- 
prietors held on January 26, 1960, resolu- 
tions were passed authorizing an increase in 
the Capital by the issue of new Stock 
amounting to £1,650,000, which, when 
fully paid up, will raise the Capital Stock 
of the Bank to £7,600,000. It is proposed 
to apply part of the premium resulting 
from this issue to bring the Reserve Fund 
up to £7,600,000 and the balance will be 
added to Inner Reserves. The ratio of our 
Capital and Reserves to the Deposits of 
our Group will thereby be considerably 
strengthened and the funds made available 
from the issue will enable us to take advan- 
tage of any opportunities which may arise 
for further expansion. 

Out of the new Capital Stock of 
£1,650,000 the special General Court of 
Proprietors provisionally allotted an amount 
of £162,500 to Trustees on behalf of the 
Staffs of our Bank, Williams Deacon’s 
Bank Ltd. and Glyn, Mills & Co., and an 
invitation is being extended to all members 
of the Staffs with three years or more 
service to apply for a share in the distri- 
bution of this Stock at the same price as 
the new Stock is being offered to the Pro- 
prietors by way of “ rights’. It is hoped 
that there will be a good response by the 
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Staffs to participate in this offer, which 
allows them the opportunity of acquiring 
on favourable terms a financial interest in 
the Capital of the Group which they serve. 

Your Directors have considered it desir- 
able to provide that those Proprietors who 
for one reason or another, perhaps because 
of illness or absence abroad, fail to exercise 
their rights to take up their provisional 
allotments of the new Stock do not thereby 
forfeit their rights. Accordingly, it has been 
decided as a part of the terms of the issue 
that all rights not taken up by February 15 
are to be sold and the net proceeds divided 
pro rata amongst the Proprietors entitled 
thereto. 


Wall Street Office 


I am ‘sure you would be interested to see 
the intimation of the recent opening in 
New York of a Representative Office to 
serve the interests of the Group in the 
United States of America. This is a 
development which has been under con- 
sideration for some time and has been 
undertaken so that the three Banks in the 
Group may be better able to maintain 
liaison with their Banking Correspondents 
on the North American continent. It will 
also enable the Group to give a fuller 
service to those customers who have busi- 
ness affiliates or connections in North 
America and to those who may consider 
extending their trade with that part of the 
world or who may be thinking of entering 
into trade with North America for the first 
time. We judge ourselves to be fortunate 
in having secured as our Representative 
Mr. Francis Harold Blaxill, until recently 
Manager of the New York Agency of The 
Standard Bank of South Africa, and who 
has been in the United States for a period 
of almost forty years. Such long experience 
there has given him an intimate knowledge 
of American Banking and American in- 
dustry, trade and commerce, and we con- 
sider him to be ideally suited to represent 
our Group in the United States. We have 
appointed as his assistant Mr. Maurice G. 
Burnett, who was from October, 1954, a 
Local Director of Glyn, Mills & Co. and 
who some years ago spent a period with an 
American Bank. Suitable premises have 
been secured at 63 Wall Street in the heart 
of New York’s financial district. If any of 
our Proprietors or customers have occasion 
to be in New York at any time they will be 
most warmly welcomed at 63 Wall Street 
by Mr. Blaxill and Mr. Burnett. 


Result of Year’s Operations 
I should now like to refer in some detail 
to the Bank’s affairs as shown in the Annual 
Report and Accounts, a copy of which 
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accompanies this Statement. “The year was 
a highly satisfactory one. The net Profit, 
after providing for taxation and making 
transfers to Reserves for Contingencies out 
of which provisions have been made for all 
Bad and Doubtful Debts, fluctuations in 
the value of Investments and other Con- 
tingencies, was £813,191. This is an in- 
crease of £122,420 or 17.7 per cent. over 
the figure for 1958. It is a record for the 
Bank and it has enabled the Court of 


. Directors to recommend a final dividend of 


9 per cent. for the year which, with the 
interim dividend paid in September, will 
make the total for the year 17 per cent., an 
increase of 1 per cent. on the rate paid for 
1958. As already intimated in the General 
Manager’s circular letter of January 5, 
1960, which accompanied the Notice con- 
vening the special General Court of Pro- 
prietors of January 26, your Directors, in 
the absence of unforeseen circumstances, 
expect to be able to maintain this rate of 
dividend in 1960 on the Capital as increased 
by the issue of £1,650,000 of new Capital 
Stock. 


Increased Deposits and Advances 


Deposits at £137,000,000 were £2,000,000 
above the figure at December, 1958. It is 
not, however, the figure at any particular 
date which is most important but the level 
maintained throughout the year, and in this 
regard I can tell you that the increase 
shown at the end of the year fairly repre- 
sents the increase in the average level of 
our Deposits during the year as compared 
with the average level in 1958. 

Advances at £59,500,000 show the sub- 
stantial increase of almost £14,000,000 over 
the total at the end of 1958. As I indicated 
in my Statement last year, an increase in 
our Advances during 1959 was to be ex- 
pected and part of the increase now shown 
reflects the implementation of commitments 
undertaken prior to the end of 1958. The 
increase is well spread over the whole 
range of our customers. There has been a 
further expansion in our Personal Loans 
but the total outstanding in this category is 
responsible only in a minor degree for the 
increase in our Advances. The introduction 
of this new category of loan has brought a 
useful accretion to the business of the 
Bank. We are in a sense pioneering in 4 
new sphere and I am glad to be able to 
report that it has brought us many new 
customers from a section of the community 
which formerly had little or no contact with 
the Joint Stock Banking system. ‘There 
are indications that, after the initial rush of 
applicants in the early stages, a stable level 
of activity in this section has been reached, 
with repayments from existing loans more 
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or less keeping pace with fresh lendings. 

Notes in Circulation throughout the year 
have remained more or less on the level of 
the previous year and call for no comments. 


Strong Liquid Position 

The Balance Sheet continues to show a 
strong liquid position, the ratio of our 
liquidity being broadly in line with the 
level of previous years. With only a modest 
expansion in our Deposits it has been 
necessary to realize investments to provide 
for the major part of our increased lending 
and this is the explanation of the drop of 
approximately £10,000,000 in our Invest- 
ments as compared with last year. In 
accordance with our usual practice the 
Investments are shown at or under their 
market value at the end of the year. The 
increase in T'rade Investments is the result 
of the Industrial & Commercial Finance 
Corporation having called on its Share- 
holders during the year for payment of the 
uncalled portion of the Share Capital, 
which, previously paid up to the extent of 
only 50 per cent., has now become fully 
paid. 

_ Progress of Associate Banks 

I am pleased to report that our Associate 
Banks also continue to make good progress. 
Strong liquid positions are shown by their 
Balance Sheets. The changes in the prin- 
cipal figures as compared with December, 
1958, are very much in line with our own. 

Williams Deacon’s Bank Ltd. has con- 
tinued its policy of extending its Branch 
system, six new Branches having been 
opened during the year. It is the intention 
to push ahead with this policy as fast as 
circumstances will permit and the real 
benefit will be felt in the years to come. 
The total rate of dividend proposed by 
Williams Deacon’s Bank Ltd. for 1959 is 
2 per cent. more than for 1958. 

Just before the end of the year Glyn, 
Mills & Co. increased their Capital by 
£300,000: by a transfer from Inner Reserves 
and out of last year’s Profit they have 
allocated £100,000 to Published Reserve 
Fund. As our practice is to value the 
holdings in our Associate Banks at Paid-Up 
Capital plus Published Reserve Fund, you 
will observe that our Investments in Sub- 
sidiaries are now shown at £7,800,000 as 
against £,7,400,000 last year. The £400,000 
resulting from this revaluation, together 
with £200,000 allocated from our own 
Profits, was transferred to our Published 
Reserve Fund, raising it from £5,300,000 
to £5,900,000. 


Consolidated Accounts 
Looking at the Consolidated Balance 
Sheet of the Group, the total of Deposits 
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amounts to £349,614,728 as compared with 
£341,838,679 for the previous year, while 
Advances at £144,731,296 show an increase 
of almost £31,000,000. The Consolidated 
Profit of the Group amounts to £1,168,133 
as compared with £996,289 in 1958, an 
increase of £171,844. 


Hire-Purchase Interest 


You will also be pleased to learn that the 
business of the British Wagon Company, 
in which our Group has a 40 per cent. 
interest, has continued to expand, and we 
feel sure that in the years to come our 
association with that Company will prove 
to be of increasing benefit to our Group, 
not only in respect of the return on our 
investment in it but also because of the 
help which it is able to provide to the 
customers of the Group who may wish to 
cover part of their financing requirements 
by hire purchase. 


Staff Training Scheme 


I mentioned last year that the Bank had 
started a Staff Training Scheme and had 
set up a Staff College in Edinburgh. We 
have now had more than a full year’s ex- 
perience in running the College and your 
Directors are satisfied that this is some- 
thing well worthwhile and advantageous to 
the Staff of the Bank. The knowledge 
which is imparted by the lecturers is instruc- 
tive and informative, and in addition the 
College affords opportunities to Branch 
Managers and other members of the Staff 
at varying levels to meet and discuss with 
their contemporaries the various problems 
of their work at their particular Branches. 


Developments in British Banking 


Looking ahead, we are probably on the 
threshold of developments which may bring 
about changes—some perhaps of a far- 
reaching character—in British Banking. 
Two which are very much in the forefront 
at the present time are automation and the 
payment of wages by cheque. Automation 
has been under close study by all the 
Banks for some time and its introduction 
into Banks now seems a practical propo- 
sition within the next few years. The 
extent to which the payment of wages by 
cheque will take place will depend on the 
wishes of the wage earners, for in the legis- 
lation which it is proposed to introduce 
for the amendment of the Truck Acts 
there is no intention of making it com- 
pulsory on the employee to accept payment 
of his wages by cheque. The question of 
costs is important in this context. At 
present many of the accounts maintained 
with the Banks are, on the basis of the 








existing scale of charges, operated at a loss 
and yet, notwithstanding this, it would give 
tremendous encouragement to the exten- 
sion of the banking habit, which we are all 
so very desirous of promoting, if a form of 
account could be introduced subject to a 
cheaper rate of charge for those who do 
not wish a full banking service. The 
Government itself could help towards this 
end by abolishing the Stamp Duty on 
cheques, and it would not be unreasonable 
to expect them to do so. 


The Economic Scene 


During the year the recovery in the 
economic and financial state of the country 
continued. There was an expansion in 
industrial production and a rise in pro- 
ductivity. Helped by the welcome stability 
in wage rates and the continuance of favour- 
able prices for our commodity imports, 
our price level remained stable throughout 
the year. Sterling has remained strong and 
there has been a further strengthening of 
our external reserves. We have made 
sound progress since September, 1957, but 
I am not sure that the problem of how to 
maintain stability in the value of money 
with continuing economic growth has yet 
been solved. 

The experience of the past year has been 
encouraging and the immediate outlook 
appears reasonably favourable, although the 
longer-term prospects are being slightly 
darkened by a renewed round of claims for 
higher rates of wages. If these claims result 
in increases which are not matched by 
increased productivity, they will inevitably, 
as has been pointed out before, again set in 
motion the forces of inflation with all the 
consequences that we know so well. 

So far the recovery in demand has been 
mainly confined to the consumer goods 
industries, but there are definite indica- 
tions that capital investment is now begin- 
ning to expand again. Short-term rates of 
interest in this country have for some time 
been lower than rates in other parts of the 
world, particularly in the United States 
and Western Germany, with a resultant 
tendency for money to be withdrawn from 
this country to obtain the benefit of these 
higher rates. The recent increase of 1 per 
cent. in Bank Rate is intended to correct 
this, but in addition it is also intended to 
act as a yellow warning to the country as a 
whole that the Government does not wish 
to see expansion proceeding at a rate which 
might endanger the stability of the economy. 


Scottish Industry 


In Scotland, because of the structure of 
our economy, we have not as yet benefited 


from the recovery to the same extent as 
other parts of the United Kingdom. We 
are so much more dependent than most 
other areas of the country on our capital 
goods industries that anything which would 
retard the recovery from spreading itself 
through to this side of industry would be 
most unfortunate for us. The unemploy- 
ment situation in Scotland has improved 
marginally since last year, but as things are 
at present there cannot be any substantial 
betterment until there is some recovery in 
the activity of our heavy industries. 


There is as yet no sign of any break in 
the clouds for the shipbuilding industry, 
on which directly and indirectly the liveli- 
hood of so many of our people depends, 
and this in turn is still having its effect on 
our steel industry. A slight improvement 
in demand has led to a small recovery in 
steel production, but the industry is still 
operating below capacity. 

The whisky industry has had another 
good year and has yet again set up another 
export record, with still more supplies 
going to the United States. There has 
been also a revival in our woollen industry 
and the immediate prospects appear favour- 
able. 

I should like to say a word about the 
courageous way in which the City of 
Glasgow, in co-operation with other Local 
Authorities, is tackling its overspill and 
industrial re-development problems. Glas- 
gow has faced up to the fact that it has 
almost reached its physical limits and I 
think that the steps which it and the other 
Local Authorities throughout Scotland are 
taking to deal with this problem on a 
countrywide basis are correct. 


Real Opportunities for Industrial 
Development 


There are real opportunities in Scotland 
for industries which are prepared to move 
out from the heavily populated industrial 
belt and so give themselves room to 
manoeuvre. The Markets will still be 
readily to hand. We in Scotland would 
welcome also the setting up of new indus- 
trial plants here and we believe that Scotland 
can offer very favourable opportunities for 
this sort of development. Everyone who 
has the interests of Scotland at heart must 
have been encouraged by the announce- 
ment of the decision of the British Motor 
Corporation to set up a factory at Bathgate, 
which it is anticipated will provide work for 
over 5,000 people. 

Scotland also has space to provide for 
leisure and the advent of the /Highland 
Tourist Finance Corporation shows a well 
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advised and timely effort to support, in an 
organized way, the development of the 
tourist industry in this country. And I 
may say that we are ready to co-operate 
with and to support the Corporation in any 
suitable plans suggested for assisting the 
tourist industry. 


Survey Committee 


Behind all this and yet looking forward 
stands the Survey Committee which has 
just been set up under the aegis of the 
Scottish Council (Development and In- 
dustry) to study the natural resources of 
Scotland and, from the results of that 
study, to form plans how best to make use 
of these resources. Mr. Elgood, one of 
your Directors, is Chairman of this Com- 
mittee. I understand that his” main task 
will be to co-ordinate the reports which will 
come from the various scientists and others 
engaged in the survey, and | am sure we 
all wish him well in the important task 
which he has undertaken. 


Last year was one of the most favourable 
that our farmers have experienced in the 
matter of weather for a very long time and 
the long periods of sunshine in the autumn 
enabled good harvests to be ingathered 
quickly and without loss. Yields from all 
grain crops were good, but some of our 
other farming products were affected by the 
prolonged drought. For instance, lamb 
prices at the autumn sales were much lower 
than the previous year. This is a reminder 
to us that in agriculture there is no common 
denominator. The type of weather suitable 
for one type of farming may be unfavour- 
able for others, and a period of prolonged 
sunshine such as we had last year by pro- 
ducing a serious drought can, as well as 


periods of excessive rain, disturb the 
balance of our agricultural production. 


Radcliffe Report 

After work extending over a period of 
more than two years the Radcliffe Com- 
mittee presented its Report to Parliament 
last August—in circumstances entirely dif- 
ferent from those which obtained when the 
Committee was set up in May, 1957. The 
Report is a unanimous one and provides 
us with a most comprehensive and lucid 
analysis of our present monetary system. 
The Committee’s recommendations have 
not all found universal acceptance and the 
Government have decided against some of 
them. Others are still being considered and 
it is as yet too early to say what changes 
they may give rise to in banking policies 
and pratices. No serious criticism was 
found with the banking system. ‘The Com- 
mittee recommended that a more compre- 
hensive collection and collation of banking 
statistics should be undertaken and, as this 
is one of the recommendations which has 
been welcomed by both the Chancellor of 
the Exchequer and the Governor of the 
Bank of England, this matter is receiving 
close study at the moment. 


Tribute to Executive and Staff 


With the relaxation of a number of 
controls and the freeing of credit our Staff 
has had a strenuous year. I would like to 
take this opportunity of thanking our 
General Manager, his Assistant General 
Managers, our Branch Managers and all 
the Staff of the Bank, both men and women, 
for their loyal and excellent service; all of 
them in their varying capacities have con-. 
tributed to the satisfactory results which 
have been placed before you. 








The NEW FLOORING for BANKS, etc. 


As supplied to Barclays Bank, Midland Bank, National Commercial Bank of 
Scotland, Westminster Bank, Yorkshire Penny Bank and others 


‘“ GRESIFLEX ’”’, GLAZED CERAMIC MOSAICS 
Made in Italy 


SET IN RUBBER. 





Also: 


ITALIAN GLAZED WALL MOSAICS “ JOO-GRESITE ” 


in sizes up to 4", 


Dignified patterns, flat and in relief. 


Sole Importers: P. BARWIN LTD., GLYN STREET, LONDON, S.E.II 























BOWMAKER LIMITED 


RECORD INCREASE IN VOLUME OF BUSINESS 
PROPOSED SCRIP ISSUE 





|“ Profits of the year under review should be surpassed in the current 
financial year’’—SIR ARTHUR MORSE 


HE thirty-second annual general 

meeting of Bowmaker Limited 

was held on February 23 in 
- ‘London. The following is an extract 
' from the circulated statement of the 
chairman, Sir Arthur Morse, C.B.E.: 

In conditions of newly found freedom 
from restrictions your directors are 
able to present results which I venture 
to suggest you will consider very 
satisfactory. 

On October 31, last, the hire pur- 
chase debtors of our group had in- 
creased ‘to £51,100,891 compared with 
£/22,394,197 at the corresponding date 
in the previous year. . These figures 
relate to business in’ the’ British Isles. 

The deposits of the group have con- 

tinued to increase and were in excess 
of £22 million at the close of the 
financial year. 
- It is proposed to increase the author- 
ised share capital of the company from 
£6 million to £10 million and to apply 
£2,219,250 of the amount of {2,717,122 
standing to the credit of share premium 
account in paying up in full new 
Ordinary shares of 5s. each and to 
distribute these in the proportion of 
one new Ordinary share for each two 
Ordinary shares of 5s. each held on 
January 15, 1960. 

The group profit for the year, before 
tax, amounted to £2,303,851 as com- 
pared with £1,026,524 in the previous 
year. The group profit, after tax, 
amounted to £1,202,006. The final 
dividend of 20 per cent. makes a total 
distribution of 27} per cent. 

Commenting on the _ consolidated 
balance sheet, Sir Arthur said: Capital 
and reserves of the group as at October 
31, 1959, total £11,139,905 as com- 
pared with £8,138,285. 

The three wholly owned subsidiary 
companies, Bowmaker (Commercial) 


Limited, Yeoman Credit Limited and 
Midland Counties Motor Finance Com- 
pany Limited, have each made sub- 
stantial progress during the year with 
materially increased profits. 

Economic conditions in Eire, al- 


- though not as good as in the United 


Kingdom, remain satisfactory and 
Bowmaker (Ireland) Limited has con- 
tinued to make excellent progress. 

The financial year of our associated 
company in the Federation of Rhodesia, 
Bowmaker(C.A.)(Pvt.) Limited, proved, 
as anticipated, to be a most difficult one 
and a small loss was incurred. 

Bowmaker (Plant) Limited, the only 
operating subsidiary company in the 
group not directly engaged in hire 
purchase, has increased its turnover 
despite the serious sales problem which 
has arisen in the field of heavy equip- 
ment as a result of the cut-back in the 
production of opencast coal. The large 
increase in sales of smaller units has, 
however, necessitated a considerable 
increase in overheads which has affected 
profits. The additional range of Cater- 
pillar equipment now being produced 
in the United Kingdom together with 
an entirely new range of rubber-tyred 
tractors shortly to be available in this 
country will further expand the scope 
of the company’s business. 

After commenting on _ proposed 
changes to the company’s Articles of 
Association, Sir Arthur concluded: 
The sharp increase in demand which 
followed the lifting of restrictions must 
have spent itself and it is not to be 
expected that an increase of anything 
like the same magnitude can take place 
in the current year. Nevertheless, I 
hope I am not being unduly optimistic 
in saying that the profits of the year 
under review should be surpassed in 
the current financial year. 





Main operating subsidiary companies: 
BOWMAKER (COMMERCIAL) LIMITED 
YEOMAN CREDIT LIMITED 
MIDLAND COUNTIES MOTOR FINANCE COMPANY LIMITED 
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THE MITSUBISHI BANK LIMITED 


Favourable Results 











































Mr. Kazuo Nakatani’s Review 





HE following is the report of the expand favourably throughout the term. 


1 President, Kazuo Nakatani, for the In addition to the demand to increase the 
i seventy-ninth term of the Bank (April1, inventories reflecting the favourable turn 
1959-September 30, 1959) :— in our economic situation, the general 
a increase in the demand for consumer goods, 
General Business Conditions industrial equipments and export goods has 

Overseas Conditions caused industrial production to climb 


During the six-months’ term under sharply. While this business resurgence has 
survey, economic conditions in the United animated industrial circles in general, ex- 
States have continued to advance in re- cept the coal mining and marine transporta- 
1 sponse to increasing consumer spending tion industries, commodity prices have 
and investment activities in commodity remained comparatively stable, which situa- 
inventories. While the steel workers’ strike tion has created what may be termed a 
that started in the middle of July this year quantity-boom in our national economy. 
brought a slackening influence on this up- With these circumstances in the back- 
ward trend with its adverse effect on related ground, Japan’s foreign trade has shown a 
industries, it is believed that no basic. notable increase, and our exports, especially 
change has taken place in the general tothe United States, have expanded beyond 
economic situation. In the meantime, the expectation. While imports also have been 
gradual. increase in the demand for indus- mairitained at a high level, our balance of 
trial funds occasioned a rise in the interest payments has continued to be favourable, 
rate on bank loans, and successive raises in the excess receipts amounting to $223 
the official discount rate of the Federal million during the term. As a result, our 
Reserve Bank were effected in May and _ foreign exchange reserves at the end of the 
September this year. term were $1,209 million, the highest ever 

On the other hand, the economic situation achieved. 
in European countries has also improved 
satisfactorily. Their substantial gold and Domestic Financial Conditions 


foreign exchange reserves and the streng- The balance of receipts and payments of 
thened competitive power of their products government funds during the term under 
have contributed much towards the liberal- + .view showed an excess of payments of 
ization of exchange and international trade. 4g 990 million, due to the continued out- 
; : ; 
Especially is this so in West Germany, ow of funds from the Foreign Exchange 
whose economic activities have risen to fFynd’s Special Account, which, however, 
such a degree that the government raised wag Jargely offset by the increased revenue 
the official discount rate with a view to from taxes in line with the general business 
checking the excessive economic trends. advances. On the other hand, the demand 
‘To turn to the South East Asian coun-  foy industrial funds gradually rose, and in. 

tries, thanks to the improvement visible in order to adjust the excessive tendency in 
the market conditions for their primary economic trends, the Bank of Japan resorted 
products, their balance of payments situa-~ + measures to curb bank loans and further- 
tion has currently been favourable. How- more announced in the middle of September 
ever, in Indonesia, where the situation was the adoption of the reserve deposit require- 
worsening, the government effected a series ment system. These developments brought 
of drastic financial measures such aS about a tight money situation towards the 
reducing the value of the high denomina- ang of the term. 

tional bank notes as well as devaluating Meanwhile, the note issue of the Bank of 
the exchange rate of their currency. Under Japan recorded a steady increase of Y29,000 . 
these circumstances, the outlook for eco- million during the term, the outstanding 
nomic stabilization in that part of the circulation reaching Y785,300 million at 
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world does not warrant optimism. the end of September. The advances to 
. i commercial banks by the Bank of Japan 
Domestic Conditions have increased by Y5,300 million, leaving a 





sian Our national economy has continued to balance outstanding of Y417,500 million at 
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the end of the term. During the same 
period, deposits in all banks have increased 
by Y255,000 million to reach Y6,939,600 
million at the end of the period, while 
loans by these banks had advanced by 
Y438,600 million to Y6,419,200 million at 
the end of the term. 


Records of the Bank 


Having regard to the overseas and 
domestic economic conditions above cited, 
the Bank has continued to exert its utmost 
efforts to consolidate its operations and to 
develop still further its business activities 
with the result mentioned below. 

A comparison of the principal accounts 
of the Bank in recent terms is given here- 
under: 


COMPARATIVE STATEMENT OF PRINCIPAL 
ACCOUNTS 


(Unit: Million Yen) 
Sept. 30, Mar. 31, Sept. 30, 


1959 1959 1958 

Deposits . . .. 540,790 527,470 482,884 
Loans and Bills 

Discounted 451,065 428,235 399,767 
Securities Held .. 73,447 64,224 56,918 
Money Borrowed 

(Call Money In- 

cluded) .. 46,870 48,528 60,591 
Capital Funds 16,570 15,858 15,476 
Gross Profit for 

: the Term 3,052 2,476 2,477 

(Net Profit) (1,404) (1,075) (1,075) 


Deposits 


Deposits with our Bank increased by 
Y13,320 million during the term to Y540,790 
million at the end of September, 1959, an 
advance of 2.5% over the figures at the 
end of the previous term. Long-term de- 
posits, including time deposits, government 
deposits, deposits at notice and others 
accounted for 62.2% of the total. This 
percentage indicates a stabilization of de- 
posits, and is also a factor contributing to 
the Bank’s effective utilization of its working 
funds. 


Loans and Bills Discounted 


Loans and bills discounted, including 
those for the settlement of import bills, 
stood at Y451,065 million at the end of the 
term, an increase of Y22,830 million 
or 5.3%. 


Security Holdings 


The Bank’s security holdings at the end 
of September, 1959, reached Y73,447 mil- 
lion, an increase of Y9,222 million or about 
14.4% higher than the figures at the end 
of the previous term. Among these, cor- 
poration debentures and Government bonds 
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amounted to Y58,947 million, or 80.3% of 
the total holdings. The balance comprises 
corporation stocks, U.S. Treasury Bonds, 
Japanese Municipal Bonds, etc. 


Borrowings 


Money borrowed from the Bank of Japan 
and other sources, including that for the 
settlement of import bills and call money, 
decreased by Y1,658 million to be Y46,870 
million or 3.4% below the corresponding 
figures at the end of the previous term. 


Foreign Activities 


With overseas offices in New York and 
London and a network of correspondents 
throughout the world, the Bank has been ' 
able to render satisfactory services in every 
field of foreign trade. Reflecting the global 
business upturn and also in response to 
various new measures taken by the govern- 
ment to alleviate restrictions on exchange 
and trade control operations, the volume of 
the Bank’s foreign exchange business, both 
import and export, registered substantial 
increase. 


Profit 


Although our profit account has con- 
tinued since last term to be affected by the 
lowering of the interest rate, the increase of 
the Bank’s working funds through the ex- 
panded deposits has enabled us to realize 
almost the same satisfactory results in sub- 
stance as in the last term. It should be 
mentioned that the notable increase in the 
profit for the term is due to a change in the 
accounting method newly adopted by the 
Bank. The Bank could realize a gross 
profit of Y3,052 million during the term. 
The net profit was Y1,404 million after 
reserving Y3,265 million for possible loan 
losses, price fluctuations and retirement 
allowances, in addition to providing Y885 
million for depreciation of movable and 
immovable assets, securities and _ loans, 
while Y2,502 million was withdrawn from 
these reserves during the term. An amount 
of Y570 million has been transferred to 
legal and special reserves from the net 
profit. 

Attention again may be called to the 
policy we have followed of increasing various 
reserves. Appropriations from the earned 
profits for all these reserves, except those 
for taxes, accounted for 72.7% of the 
Bank’s gross profit for the term. The 
resultant increased reserves will further 
strengthen and increase substantially the . 
Bank’s own funds. 


Dividend 
A dividend of 10% per annum on the 
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capital stock, totalling Y275 million, will 
be paid for the current term after appro- 
priating a substantial part of the profit to 
reserves. 


Capital Funds 


The capital funds ‘of the Bank amounted 
to Y16,570 million, af which Y5,500 million 
was paid up and +Y11,070 million total 
capital reserves, including surplus funds. 


Conclusion 
It is most gratifying that the Bank was 





able to attain the favourable results men- 
tioned, thanks to the wholehearted support 
of its shareholders and clients. 


Lastly, it can be said that our national 
economy has been favourably expanding, 
and will continue at a high level for some 
time. Fully aware of the important role 
the Bank plays under these circumstances, 
the management will continue to exert every 
effort to maintain a sound banking policy 
and to develop further our business activities 
in the future. 








SUN 





INSURE EVERYTHING UNDER THE 





INSURANCE OFFICE LTD 
63 THREADNEEDLE STREET, LONDON, E.C.2, 





THE: OLDEST INSURANCE 
OFFICE IN THE WORLD 














120 Broadway, 
New York 5, N.Y. 
Telephone: Worth 4-5300 
Cables: Morodeal 








MODEL ROLAND & STONE 


Members of the New York and American Stock Exchanges. 


INTERNATIONAL 
SECURITIES 


370 Rue Saint-Honoré, 
Paris. 
Telephone: Anjou 9350 


























STATE COMMERCIAL BANK, 
BURMA 





Review of Economic and Business Conditions during 1958-59 





HE following are extracts from the 

Report of the Board of Directors of 

the State Commercial Bank, Burma, 
for the year ended June 30, 1959. 

In spite of an improvement in rice pro- 
duction, foreign trade suffered in the early 
months of the year under review due to the 
hesitancy of the buyers in entering into rice 
purchase contracts. As a result, the Govern- 
ment had to adopt a cautious policy in the 
issue of import licences and imports were 
held down to the essential minimum at the 
beginning. The import trade, however, 
recovered in the closing months of the year 
when rice began to move in volume and 
‘ import licences were issued on a liberal 
scale. Due to price controls and import 
limitations, domestic business showed on 
the average only moderate activity through- 
out the year. 

The lower level of business activity 
during the year was reflected in a decline in 
bank credit, with consequent higher liqui- 
dity of the banks and easier conditions in 
the money market. This, however, is likely 
to be only a temporary phase, because at 
the year’s end almost the entire exportable 
surplus of rice had been sold, the external 
reserves had improved and imports were 
being accelerated. 


Money Rates 


Inter-bank call money rate remained 
steady at 1 per cent from July, 1958, to end 
of January, 1959. Thereafter, the rate rose 
to 14 per cent on account of the busy 
season. ‘The rate was, however, largely 
nominal as the banks remained highly liquid 
and there was a little demand for inter-bank 
call money. 

Rates paid by the Government on its 
Securities and Savings Bank deposits and 
those charged by the Union Bank of Burma 
on commercial bank borrowing remained 
unchanged throughout the year. 

Reflecting the easier trend in the money 
market, the banks reduced their rates 
allowed on Fixed Deposits by } to ? per 

cent in the first quarter of 1959. 


Capital Market 


During the period July, 1958, to May, 
1959, for which figures are available, loans 
issued by the Government to the various 
State Boards and Corporations amounted 
to K 16.38 crores. 

Additional issues of Cinesiiaidiaiamiaial 
teed debentures made by State enterprises 
during the year totalled K 6.20 crores. 

These issues were all taken up by the 
Union Bank of Burma. Out of its holdings, 
debentures worth K 0.68 crores were sold 
by the Union Bank of Burma to institutional 
investors during the year and its total hold- 
ings on June 30, 1959, amounted to K 40.40 
crores. 


Trade and Winchisnies 


Trade deficit, which was to the extent of 
K 27.26 crores last year, persisted during 
the present year, though at a smaller figure 
of K 5.75 crores. 

Due to the slowness in the taking up of 
rice contracts by the importing countries, a 
total of 1.39 million tons only of rice and 
rice products was exported during the 
period July, 1958, to June, 1959, as com- 
pared with 1.64 million tons during the 
same period last year. With the progress 
achieved in later months, it became apparent 
by June, 1959, that the total export for the 
season would exceed that of the previous 
season. Reduced shipments during the 
year under report resulted in smaller re- 
ceipts which amounted to K 62.56 crores 
as against K 71.83 crores last year. 

Export of other commodities such as 
maize, raw rubber, raw cotton, teak, hard- 
woods and base metals and ores registered 
slight falls both in volume and in value. 
Beans and paraffin wax were exported in 
slightly larger quantities. Significant in- 
creases were seen in the export of pulses, 


oil cakes, petroleum and its products, 
tobacco, gram, potatoes, hides, skin and 
leather. 


Of the total value of imports, consumer 
goods comprised about 60 per cent. Except 
for the import of tinned and dried milk, 
chemicals, refined mineral oil and spices, 
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imports of all other commodities decreased 
in varying degrees, major decreases being 
noticed in the import of tobacco and its 
products, gunnies and sacks, groundnuts 
and hydrogenated oil and silk fabrics. 

Data available for the ten months (July, 
1958, to April, 1959) revealed that in place 
of India, Indonesia became the leading 
customer taking about 29 per cent of total 
exports. Ceylon ranked second with a 
share of 17 per cent, followed by India and 
United Kingdom with 14 per cent and 12 
per cent respectively. The bulk of Burma’s 
imports continued to be supplied by United 
Kingdom which provided about 26 per 
cent of the total value of imports. Japan 
supplied the next largest with 24 per cent, 
while the People’s Republic of China and 
India came next with 14 per cént each. 

One new Joint Venture Corporation, the 
eleventh of its kind, was incorporated 
during the year to undertake the import 
and distribution of textiles, foodstuffs, 
general hardware and building materials. 
The authorised capital of this Corporation 
is the same as that of other Corporations, 
i.e. K 50 lakhs, with 52 per cent to be 
subscribed by Government and 48 per cent 
by private business. ‘Iwo Corporations 
dealing in industrial imports were ordered 
by Government to go into liquidation and 
therefore the number of Joint Venture Cor- 
porations doing effective business during 
the year was nine. 


— 


Joint Venture Corporations had been con- 
fined to import trade only. But the present 
Government, in an endeavour to promote 
greater business initiative of the Joint Ven- 
ture Corporations, directed them to extend 
their activities to export trade, internal 
trade and industry. ‘The year therefore 
saw the Corporations actively preparing to 
participate in these fields. 


Operations and Organisation 


The Bank’s investment portfolio in- 
creased further by’ K 766 lakhs during the 
year as the gain in deposits exceeded the 
demand for loans. ‘Total investments of 
K 3,617 lakhs on June 30, 1959, were made 
up entirely of short- and medium-term 
government securities valued at prevailing 
market rates on that date. 

The resources of the Bank as represented 
by the Balance Sheet total had increased 
from K 5,742 lakhs on June 30, 1958, to 
K 7,786 lakhs at the end of the year under 
review and this total is the highest recorded 
since the inception of the Bank. 

Gross earnings amounted to K 144.21 
lakhs, an increase of K 6.55 lakhs, or 4.76 
per cent over those of the previous year. 
Gains were noticed under income from 
investments and commission on foreign 
business, but there was a substantial de- 
cline in interest earned on foreign bills due 
to a reduction in bill rates. 

Total expenditure at K 44.13 lakhs repre- 
sented an increase of K 5.84 lakhs, or 


THE STATE COMMERCIAL BANK, BURMA 
Balance Sheet as at June 30, 1959 





Hitherto, the activities of the trading 
LIABILITIES 
CAPITAL: K K 
Authorised 5,00,00,000 
Issued and Paid 
bee ..  2,00,00,000 
2,00,00,000 
RESERVE FuND .. vit 60,00,000 
PROFIT AND Loss Accou NT 26,94,440 
Deposits (including Current, 
Savings, Fixed, hes states and 
Call Deposits) . . 48,06,63,027 
BILLS PAYABLE 1,23,71,463 


BoRROWINGS ; 
OTHER LIABILITIES AND ACcouNTS 6,74, 11, 901 
ACCEPTANCES, ENDORSEMENTS AND 

GUARANTEES- PER CONTRA 18,94, 26,183 





77,86,27,014 
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ASSETS 
CASH: K K 
In hand and with 
Union Bank .. 9,48,78,011 
With other Banks 2,52,47,700 
With Treasuries 1,90,49,702 
13,91,75,413 
MoNEY AT CALL AND SHORT 
NOTICE . -= 
BILLS PURCHASED AND DIscoUNTED 41,17,450 


LoANS, ADVANCES AND OVER- 
DRAFTS (after providing for bad 








and doubtful debts) 7,39,10,338 
INVESTMENTS : 
Government and 
Government- 
Guaranteed 
Securities . 36,16,66,445 
Other Securities — 
- 36,16,66,445 
OTHER ASSETS AND ACCOUNTS 1,03,31,185 
ACCEPTANCES, ENDORSEMENTS AND © | 
GUARANTEES PER CONTRA 18,94,26,183 
77,86,27,014 








13.23 per cent over that of the previous 
year. The increase was accounted for 
largely by higher administrative costs, de- 
preciation on buildings and a larger amount 
of interest paid by the Bank on Time 
Deposits. 

The net profit for the year amounted to 
K 100.08 lakhs and together with the 
balance of K 24.86 lakhs brought forward 
from the previous year the total available 
for distribution was K 124.94 lakhs. 

The dividend declared for the year was 
at the rate of 14 per cent as against 12 per 
cent for 1957-58 and 10 per cent for 1956-57. 

A further K 12.08 lakhs were added to 
the Capital Funds of the Bank. 


Foreign Business 


No improvement was noticed during the 
year in the financing of imports due to 
continued restriction of imports by Govern- 
ment through most part of the year. Export 
business handled by the Bank, however, 
showed a welcome increase of 44 per cent. 
Outward remittances and travellers’ cheques 
sold declined considerably as a result of 
measures taken by Exchange Control to 
tighten up foreign travel and remittances. 
- On the other hand, the sale of foreign notes 
increased, as travellers found it necessary 


to carry more foreign notes within author-’ 
ised limits in the face of difficulty to obtain” 
foreign exchange in other forms. F 

The Bank’s share of the total foreign’ 
business of the country was 42.5 per cent 
this year as compared with 42 per cent’ 
last year. 

It will be noted that the Bank was able 
to obtain a larger share of business in the’ 
financing of imports and exports, whereas. 
non-trade transactions passing through the 
Bank declined to a considerable extent. 
This decline can be attributed mainly to’ 
large amounts passing through the Union™ 
Bank of Burma on account of international’ 
loan transactions. : 

To meet payments abroad, a total of: 
approximately £11 million was purchased: 
from the banking system during the year as_ 
against £20 million last year. The decrease 
is explained by the fact that the figure for 
export proceeds collected by the Bank was 
higher this year than last year. 

Four branches were opened at Magwe in 
February, 1959, and at Toungoo, Pyapon: 
and Tharawaddy i in March, 1959. A sub- 
office was also opened at Myaungmya in 
January, 1959. With these additions, the 
Bank had a total of 15 branches and 2 sub-' 
offices on June 30, 1959. F 





individual needs. 


Head Offices: 
1 NORTH JOHN ST., 
LIVERPOOL, 2 








ROYAL INSURANCE 
SERVICE 


has over 100 years experience behind it. 


is available to you through a network of 
Branches and Agencies countrywide. 


is a personal service designed to meet 


ensures prompt handling of any loss or 
claim you may sustain. 


24/28 LOMBARD ST., 
LONDON, E.C.3 
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THE 


LIMITED 
(Incorporated in India. Liability of Members is limited) 
Head Office : 


2 INDIA EXCHANGE PLACE, CALCUTTA 


London Office : 
12 NICHOLAS LANE, E.C.4 


G. D. BIRLA, Chairman 





With Branches at the ing centres of Industry and Commerce in India, Pakistan, 
Malaya, Burma and Hongkeog. The United Commercial Bank is well to 
serve ; and individuals carrying on business the 


Banks, 
East or intending to open connections there. 


















UNITED COMMERCIAL BANK 


























The Largest Banking Business 
in New Zealand.... 





duecr porated with limites 
habits me New Zeaiand 
wn 1863 





LONDON MAIN OFFICE : 


I QUEEN VICTORIA ST, E.C.4 > A. R. FRETHEY, Manager - A. BE. ABEL, Asst. Manager 


PICCADILLY CIRCUS OFFICE : 54 REGENT STREET, W.! 


HEAD OFFICE : WELLINGTON, NEW ZEALAND - R. D. MOORE, General Manager 
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Cleans 
i i 





In the City Om 


The good professional man acts with a sense of 
responsibility illuminated by intelligence. 

His reputation and his business rise or fall 

on the shrewdness of his advice. 


For investment he will often advise a good 
Building Society and he will count the Burnley 
among the very best. The Burnley offers 
the investor complete peace of mind. At the same time 
he enjoys a good rate of interest — 3%, tax paid, and the knowledge 
that his savings are freely available when he needs them. 
Deposits in the Society are Trustee Investments. _ 
For full details please apply to: 12, Grimshaw Street, Burnley. 


SM NLIEY BertLuiING SOCTIEIY 
Manager: J. Butterworth, F.C.LS., F.B.S. 


rs MEMBER OF THE BUILDING SOCIETIES ASSOCIATION 





wi 


With Branches in England, Wales and throughout 
‘Ireland, The National Bank is the only Bank 
‘to operate sermare esd on both sides of the Irish Sea. 


THE NATIONAL BANE <i 


LIMITED 
LONDON (HEAD OFFICE) 13-17 OLD BROAD STREET, E.C.2. DUBLIN (CHIEF OFFICE) 34 & 35 COLLEGE ¢ 
BELFAST (CHIEF OFFIC#) 62-68 HIGH STREET Agents and Correspondents all over the 1 orl 








- J. PARSONS LTD., LENNOX HOUSE, NORFOLK STREET, LONDON, W.C.2, AND E 
THE BANKER LIMITED, BRACKEN HOUSE, 10 CANNON STREET, LONDON, 





. @enivreenne 











